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NATIONAL POLICY AND ISSUES 


NATIONAL CONFERENCE VIEWS SPECIALIZED HOUSEHOLDS 
OW101052 Beijing XINHUA in English 0743 GMT 10 Sep 85 


[Text] Zhengzhou, September 10 (XINHUA)--More than 4.5 million peasant 
families turned to specia.ized rural production between 1980 and the end of 
last year, a national conference here was told. 


This figure accounts for 2.3 percent of all country households in China, said 
officials at the conference on rural development. They quoted the State Sta- 
tistical Bureau as saying that a "speciulized household" was one in which 
family members spend at least 60 percent of their time in specialized produc- 
tion, and which sold more than 80 percent of its products. Income from this 
accounted for more than 60 percent of the family's total. 


Households specialized in growing grain must sell 60 percent of their output. 


Specialized lines of business in the countryside include agriculture, forestry, 
animal husbandry, fishing, light industry, commerce, transport and service 
trades. 


The income of a household specialized in crop-growing or animal-breeding is 
usually three times as much as an average peasant hcusehold. 


Specialized households have sprung up all over China since 1980, when the 


system of contracted responsibility for production, with rewards linked to 
output, was first put into effect. 


CSO: 4020/2 
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JINGJI YANJIU ON AGRICULTURE IN SPECIAL ECONOMIC ZONES 


HK091419 Beijing JINGJI YANJIU [ECONOMIC RESEARCH] in Chinese No 7, 20 Jul 85 
pp 79-81 


[Article by Xu Jingyong [6079 4842 0516]: "Special Economic Zones and Their 
Agriculture" ] 


[Text] Generally speaking, countries and districts in the world which set 
up special economic zones do not include agriculture as a component of the 
special economic zones. However, in our country, is there a need to develop 
agriculture in the special economic zones? How should we understand the 
interrelation between the special economic zones and their agriculture? 

This is a new topic which merits our serious attention. 


In order to answer this question, it is necessary, first of all, to talk 
about the objective of setting up special economic zones in our country. 

As we all know, the objective of our setting up special economic zones is 
mainly to more effectively absorb foreign capital and to import advanced 
science and technology from abroad and advanced management experience in 
order to accelerate modernization in our country. Compared with other, 
economically developed countries in the world, our country lags behind not 
only in industry, commerce, the construction industry, the transportation 
industry, tourism, and scientific and cultural education, but also in agri- 
culture (including forestry, animal husbandry, and fishery), and in order to 
rapidly improve such a backward situation, the question of how to more 
effectively absorb foreign capital and import advanced science and tech- 
nology and advanced management experience from abroad exists generally in 
every trcue. In addition, agriculture is the basis of the national economy 
and the consistent and steady development of agriculture is the prerequisite 
for achieving the four modernizations. Agriculture involves knowledge of 
many academic fields; the scientific and technologica: advances of modern 
agriculture are dependent on the development of a series of more complicated 
thecrecical sciences and applied technology. Particularly in a country like 
ours, where the area of land is small and the population is dense, agricul- 
tural development has to concentrate on improving the level of intensive 
management, and there are no other alternatives. Thus, we must fully realize 
the importance and urgency of developing agricultural science and technology 
in our country. We should treat the import of foreign advanced agricultural 
science and technology and advanced agricultural management experience as 
one of the important objectives of setting up special economic zones and 
include agriculture as a vital component in the special economic zones. 














Another reason for developing agriculture in the special economic zones is 
that it is conducive to providing more favorable conditions for investment 

in the special economic zones. The acceleration of the pace of construction 
in the special economic zones has to depend on favorable conditions for 
investment and preferential economic policies. In order to create favorable 
conditions for investment, as well as solving questions of fundamental 
facilities such as water, electricity, ports, piers, airports, telecommunica- 
tions, and so on, and improving the level of science and technology, it is 
necessary also to provide sufficient supplies of food which is tasty, highly 
nutritious, and cheap. If the supply of agricultural and sideline products 
falls short of demand in the special economic zones, if there are only 
limited warieties of food, and if quality is poor and prices are high, it 
will not only affect their attractiveness to the foreign merchants and the 
tourists, it will also affect the enthusiasm of the laborers of all trades 

in the special economic zones and hinder the inflow of scientific and tech- 
nological personnel. Certainly, agricultural and sideline products which 

are needed for the construction and export of the special economic zones 

can be supplied by other areas and other provinces. However, many agricul-- 
tural and sideline products are fresh products, such as vegetables, fruits, 
aquatic products, poultry, and so on. It is undesirable to sell cad resell 
them numerous times or to transport them for long distances. If we can give 
full play to the superiority of the natural resources in the special economic 
zones and act in light of local conditions to produce a certain amount of 
agricultural and sideline products which are fresh and of good quality, this 
will not only be conducive to regulating supply and demand, ensuring supply, 
and stabilizing prices, but will also reduce wastage, lower production costs, 
and guarantee quality. Simu’taneously, developing agriculture in the special 
economic zones by making use of the superior features of the special economic 
zones is also conducive to pushing forward and speeding up the prosperous 
development of other relevant industries. Thus, those special economic zones 
in our country where conditions are favorable for developing agriculture 
should adopt active and effective measures to import advanced agricultural 
science and technology from abroad and develop agriculture in special economic 
zones. 


When the question of whether or not it is necessary to develop agriculture 
in the special economic zones has been answered, i. is still necessary to 
carry out research on how to formulate strategic principles for the develop- 
ment of agriculture in the special economic zones and its territorial divi- 


sion. 


As far as the strategic principles for development of agriculture in the 
special economic zones are concerned, there is one popular proposal at 
present: Agriculture in the special economic zones should adhere to the 
principle of serving construction in the special economic zones and serving 
exports. However, I think this proposal is not comprehensive enough. It is 
not specific enough to say that agriculture in the special economic zones 
should serve construction in the special economic zones; and when we say that 
it should serve exports, it also mainly means providirs export products. 
Thus, people generally sum up these two services as providing products and 
increasing income from abroad. In my opinion, our objective in setting up 





the special economic zones is not only to enable the special economic zones 
to produce more products and gain more income; of more far-reaching signifi- 
cance is that the special economic zones should really become "windows of 
technology, windows of management, windows of knowledge, and windows of 
foreign policy." Thus, the special economic zones should not be developed 
solely for the sake of providing products and increasing income from abroad. 
They should be developed into experimental bases to push forward the whole 
nation's agricultural modernization, or, in other words, into "windows" for 
developing our nation's modern agriculture. Apart from performing the 
functions of providing certain amounts of agricultural, forestry, animal 
husbandry, and aquatic products for export and for construction in the 
special economic zones, agriculture in the special economic zones shouid 
also enable the special economic zones to become experimental bases for 
importing foreign advanced agricultural science and technology and advanced 
management skills. Due to differences in the natural environment, climatic 
and geographical conditions, technical conditions, and other natural resources 
in various countries, it is very common that a fine crop varicty or produc- 
tion technique is feasible in a certain country and yields very high economic 
returns, while it cannot be practiced in another country and yields very low 
economic results. This is a special problem that we are bound to encounter 
in the course of importing agricultural science and technology. [In order to 
solve this contradiction which exists objectively, it is necessary to import 
agricultural science and technology after conducting essential experiments 
and demonstrations so as to test the scope and degree of feasibility under 
different natural conditions, climatic, geographical, aud technical condi- 
tions. This will also enable us to test what measures are to be adopted in 
order to achieve the anticipated results, and to talk about expanding the 
scope of application. In order to do a good job in this respect, the 
special economic zones should run well the experimental bases for importing 
advanced science and technology; they should transplant and popularize 
advanced agricultural science and technology imported effectively from 
abroad to the other provinces and other districts by means of various forms 
such as technical cultivation, technical information services, signing tech- 
nical contracts related to output and other independent technical contracts, 
and so on. This matter is of great significance in pushing forward agricul- 
tural modernization in our country. 


Since the major function of agriculture in the special economic zones is to 
import and popularize imported advanced agricultural science and technology, 
what, then, is the focus of import? In my opinion, it should be on importing 
resources in the form of varieties. The history of agriculturai development 
both at home and abroad has shown that rich resources in varieties are the 
most important material guarantee for developing agricultural production. 
Future agriculture depends, to a large degree, on the extent to which 
diversity of resources in varieties are maintained and on their utilization 
in the national economy. It can also be said that whichever country enjoys 
superiority in resources in varieties in future will probably enjoy 
superiority in agricultural production. Thus, we should regard the import 
of new varieties which bring high yields and good quality, and which are 
resistant to unfavorable conditions as the important content of importing 
advanced agricultural science and technology from abroad. In order to greet 











the challenge of the new technological revolution, we should still put the 
emphasis, in importing agricultural science and technology, on biological 
engineering. The progress of biological engineering has indicated that 
human beings have advanced from the era of simply making use of living 
organisms to the era of reshaping and creating them. The focus of con- 
temporary world biological engineering has shifted from medicine to agri- 
culture. We must accelerate our efforts in importing technology in this 
respect, catch up with other, advanced countries, and become one of the 
world advanced countries as sooa as possible. 


Territorial division and the geographical boundaries of agriculture in the 
special economic zones is a comtentious topic and needs a solution. In my 
opinion, we should start from talking about the concept of "agriculture in 
the special economic zones" in order to correctly understand this question. 
“Agriculture in the special economic zones" is an important component of 
the “economy of the special economic zones," the major difference between 
the economy of the special economic zones and that of nonspecial economic 
zones lying in the fact that: The development of the economy of the special 
economic zones mainly relies on abserbing and making use of foreign capital; 
market regulation takes precedence among its economic activities under the 
guidance of state macroeconomic plannir.z; and the products mainly cater to 
the needs of the internaticnal market, and simultaneously enable the domestic 
market to link up with the international market. In a certain sense, the 
special economic zones are a mixed economic structure in which various 
economic forms coexist, mainly enterprises run jointly with Chinese and 
foreign capital, cooperation enterprises, and enterprises run solely with 
foreign capital. Owing to the fact that agriculture has a different quality 
compared with other industries, there are bound to be certain differences 
when comparing agriculture with other industries in the special economic 
zones. However, as far as its nature is concerned, agriculture in the 
special economic zones exists as an organic component of the economy of the 
special economic zones, and thus it definitely possesses the common nature 
of the econemy of the special economic zones. 


Actual practice has put forth a question: Must the economy of the speciai 
economic zones (of which agriculture in the special economic zones is an 
organic component) be established within the territories of the special 
economic zones? This question involves the correct understanding of the two 
concepts of the special economic zones and the economy of the special economic 
zones. In my opinion, the two are interrelated and different. Undoubtedly, 
the special economic zcnes have their own specific territorial boundaries. 
They not only have qualitative restrictions but also quantitative re*tric- 
tions. If we say that the special economic zones are not only an economic 
concept but also a territorial concept, and are the union of economic and 
territorial concepts, the economy of the special economic zones is mainly an 
economic concept which is the manifestation of the common nature of the 
economy of the special economic zones mentioned above. As to whether the 
various industries included in the economy of the svecial economic zones 
should be established within or beyond the territories of the special economic 
zones, this is not the essence of the question. They can always be termed 
part of economy of the special economic zones as long as they bear the common 











nature of the economy of the special economic zones and enjoy the preferen- 
tial treatment offered in the special economic zones. However, we must 
absolutely not conclude, for this reason, that the economy of the special 
economic zones has nothing to do with the geographical boundaries and divi- 
sions. This is because if special economic zones which have a particular 
territorial definition do not exist, the economy of the special economic 
zones will lack a foundation, like water with no source or wood with no 
trunk, and the "zones" of the economy of the special economic zones will 
become a meaningless symbol. In other words, the economy of the special 
economic zones is dependent on the special economic zones and is created 

on the basis of the special economic zones. In addition, since the economy 
of the special economic zones can be established within the special economic 
zones, it can also be established beyond the territories of the special 
economic zones, but even if the economy of the special economic zones is 
not established within the territories of the special economic zones, 

there should be specific territorial boundaries (usually in the suburbs 

and counties of cities where special economic zones are established). 


Cnly understanding the scientific meaning of the economy of the special 
economic zones (including their agriculture) in this way will be conducive 

to accelerating construction in the special economic zones with a more open 
Spirit and, centering on this, to turning the subordinate counties and rural 
areas in the suburbs into "windows" for importing foreign advanced technology 
in agriculture, forestry, animal husbandry, and fishery and for importing 
advanced management skills. One of che major differences between agricul- 
tural production and other industries is that primary agricultural production, 
that is plant production, needs a greater surface area than other industries. 
When faced with this special nature of agricultural production, if we inter- 
pret agriculture in the special economic zones as only agriculture within 

the boundaries of these zones, this will greatly restrict the building and 
development of agriculture in the special economic zones. Taking the Xiamen 
Special Economic Zone as an example, its total area is 131 square km, and 
there is only one village, Heshan, where agricultural production is practiced, 
and the total cultivated area is only 37,800 mu. A certain amount of this 
small cultivated area has already been included in the general planning for 
new industrial construction. Thus, restricting the distribution of agri- 
culture of special economic zones to within the boundaries of the special 
economic zones (that is Xiamen Island) leaves no room for maneuver. If we 
break through the traditional concept and differentiate the concept of the 
economy of the special economic zones (including agriculture in the special 
economic zones) and the concept of the special economic zones, and distribute 
agriculture beyond the boundaries of the speciai economic zones, we can pro- 
vide better conditions for the building and development of agriculture in 

the special economic zones. It is proceeding from this point that the Xiamen 
City CPC Committee made a decision recently that all imported agricultural, 
forestry, animal husbandry, and fishery items should be applied in the sub- 
ordinate counties and suburbs, which have an area of 1,380 square km, a culti- 
vated area of 564,000 mu, a mountain area of 733,000 mu, an area of marshland 
of 131,000 mu, and a coastline of 234 km. This is a great decision which is 
of far-reaching significance in turning the counties and suburbs of Xiamen 
City into "windows'' of modern agriculture. 


CSO: 4006/944 
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HKO51011 Beijing JINGJI YANJIU [ECONOMIC RESEARCH] in Chinese No 7, 20 Jul 85 
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[Article by Zhou Sengve [0719 0581 2814] of the financial studies department 
of the People's University of China: "The Tasks and Cardinal Links in Reform 
of the Financial Structure'--completed in March 1985] 


[Text] I. Greatly Developing the Commodity Economy Will Inevitably Bring 
Profound Changes to Financial Activities 


The "Decision of the CPC Central Committee on Reform of the E__aomic Struc- 
ture," which was adopted at the 3d Plenary Session of the 12th CPC Central 
Committee, pointed out that our nation's socialist economy "is a socialist 
planned economy based on public ownership. The full development of a com- 
modity economy is an indispensable stage in the economic growth of society 
and a prerequisite for our economic modernization." This was a great 
breakthrough on the theoretical level and has great practical significance. 


Finance, as an activity involving money and credit, is a product of the 
development of the commodity economy. It developed following the growth 

of the commodity economy. The development of the commodity economy pri- 
marily refers to the expansion of the scope and scale of commodity exchange 
and the diversification of business forms. The role of money as a medium of 
commodity circulation was strengthened and the scope of money circulation was 
thereby extended. As the distri‘ution of money varied from place to place, 
the need to regulate shortages a ‘ surpluses became more pressing. In the 
situation where every commodity pi.oducer was an independent economic entity, 
the only form through which the surpluses and shortages of money could be 
regulated was credit. Thus, following the development of the commodity 
economy, in accordance with the expansion of the range and scope of monetary 
income and expenditure, credit inevitably penetrated every corner of social 
reproduction. At the same time, following the development of different types 
of business, there was an inevitable diversification of credit forms, and 
financial institutions that arranged financial activities developed. The 
great growth of the commodity economy inevitably resulted in credit being a 
part of the economy as a whole. We can express this simply by saying that 
the currency economy developed into a credit economy. 














Our nation is now greatly developing the commodity economy. ‘This has already 
caused great changes in the scope, form, and structure of financial activities. 
These changes urgently require the reform of the original financial system. 
It can be predicted that credit, banking, and other such financial organs 
will become increasingly important as the commodity economy further develops. 
In terms of finance itself, following the development of the commodity 
economy, the scale of currency and funds that can be utilized and pooled will 
rapidly expand. This will objectively strengchen the capability of finance 
to penetrate the economy. In terms of the role of finance in the economy, 
the commodity economy's basic law is the law of value. If we wish to develop 
the commodity economy, we must strengthen the use of the law of value and 
various economic levers based on value. These naturally include currency, 
credit, interest, and interest rates. The direct target of currency, credit, 
interest, and similar levers are the enterprises. By affecting the economic 
benefits of the enterprises, they will push the enterprises to readiust their 
operational activities, and thus play a role in the national economy as a 
whole. The reform of the economic structure has given enterprises greater 
autonomy. They thus have the ability to transform themselves and develop 
themselves. When the enterprises, which are the direct targets of financial 
activities, are enlivened, the influence of finance on the enterprises and 

on the economy will be strengthened. 


II. Enlivening Finance Is an Urgent Matter in the Reform of the Financial 
System 


In the last few years, the reform of the economic structure and the develop- 
ment of the commodity economy has brought a new situation and new problems. 


1. The horizontal links between the economy and funding have developed 
swiftly. Following the expansion of enterprises' autonomy and the develop- 
ment of diversified economic forms and diversified combinations, the hori- 
zontal economic intercourse between enterprises has also grown at a fast 

pace and become increasingly close. This is especially so in the case of 

key cities which have instituted radiating connections so that their products 
can flow in any direction and products from all other areas can flow into the 
key cities. This has formed open-style circulatory systems. The combinations 
among enterprises have broken through the administrative, trade, and regional 
barriers. These economic combinations are not just buying-selling relation- 
ships, but are diverse. These diverse economic relationships inevitably 
bring with them horizontal relationships in terms of funds. Apart from the 
purely monetary and account-settling transactions, it often occurs that one 
party will provide funding support for another party, or that various parties 
will jointly invest in a project. This type of cooperation requires appro- 
priate credit forms to finance the projects. However, our former system of 
direct commercial credit between enterprises was overly restrictive and the 
forms of credit provided by banks were relatively unitary. Also, funds from 
the banking system were dispersed in accordance with the targets set for 
administrative regions and levels, and financing could not be arranged 
between various banks in one region. None of these factors accorded with 

the need to establish horizontal funding relationships. The spontaneous 
development of commercial credit forms and forms by which social funds are 
pooled demonstrated the inappropriateness of the former system. 











2. The demand for credit has increased greatly. The reform of the economic 
structure has aroused the enthusiasm of the vast number of enterprise staff 
and workers as well es that of the peasants. Production avenues have been 
broadened and the development of production has been swift. With this, 

there has been an appropriate increase in the demand for funds and credit. 
Some newly established joint-operation enterprises also need to raise neces- 
sary funds. Apart from the need for floating funds, there is also a pressing 
need for long-term funds to finance technological transformation. This 
problem has arisen because, for a long time, the renewal and transformation 
funds of enterprises were not properly guaranteed, which resulted in equip- 
ment not being renewed in a timely way. In addition, industrial reorganiza- 
tion and the raising of product quality and labor productivity also depend on 
the transformation of equipment and technology. Increasing market competi- 
tion has forced enterprises to increase the pace of their transformation of 
technology. Open cities also desperately need to raise funds to carry out 
the construction of basic facilities. 


3. The difficulties involved in issuing currency and managing cash flow 
have increased. Formerly, an enterprise's production and sales, as well as 
total wages, were fixed through planning. The purchase of agricultural and 
sideline products was handled through collectives and cooperatives. Thus, 
the scale of cash usage was easily fixed and managed. Cash expenditure was 
planned and controlled relatively easily. Now, however, the scope of cash 
ucage cannot bz limited like before. Enterprises have autonomy, within 
prescribed limits, to give bonuses and adjust wages. This requires that we 
seek new principles and methods bv which to control the issuance of currency 
and the regulation of cash flow. 


4. The amounts of money received and paid out by banks and the amounts 
involved in settling accounts have increased dramatically. In the last few 
years, with the establishment of various new enterprises and units and the 
development of the urban and rural collective economy, there has been an 
ircrease in the number of bank accounts. At the same time, those who have 
bank accounts are all vying to have their transactions processed speedily. 
Both the number of transactions and the amounts involved have increased. 
These factors have put obvious pressure on banking work. The banks, apart 
from the problems of changing their methods of settling accounts and 
increasing the number of offices and staff members, also face the new prob- 
lem of a pressing need to strengthen electronic accounting technology. In 
addition, with the expansion of trade between regions and the strengthening 
of horizontal funding relationships, there has arisen a need for a national 
system by which accounts can be cleared and funds dispatched in a timely way. 
The present setup whereby each of the specialized banks has its own system, 
at times results in account-settling within one region taking a long time. 
This is not beneficial to improving the circulation of enterprises' funds. 


The above points show that the enlivening of the economy requires and demands 
that finance also be enlivened. Regardless of whether we are speaking in 
terms of the scope, forms, or specific methods of finaacing, or even in terms 
of the financial organs, all most be appropriately changed. Two of the more 
important aspects of this are as follows: 








1. Changing from a singular bank financing channel and establishing a 
financial system which has bank credit as its main component and different 
forms of credit and many levels. 


It can be said that the development of commercial credit forms and the forms 
by which social funds are pooled have broken through the singular bank credit 
form over the last few years. However, while various credit forms have been 
recognized and are being sorted out, some problems still need further 
clarification. 


First is the problem of the basis for the existence of commercial credit, 
pooled social funds, and other forms of credit in a socialist economy. The 
funds used in financing are basically of two types: The first is where the 
borrower and the lender directly arrange the funding; for example, commercial 
credit and the pooling of funds between enterprises. This is direct credit. 
The second type is indirect credit, where a bank or other credit organ acts 
as an intermediary between the borrower and the lender. In direct credit, 
the arranging of financing between the two sides is combined with the com- 
modity trade between them or with their combined investment. The two sides, 
in accordance with the benefits they will enjoy or the risks they will take 
in the commodity trade or investment, can select an appropriate credit form 
and can make appropriate specific stipulations. In indirect credit, the 

bank or other financial organ, as an intermediary, does not directly partici- 
pate in the majority of cases in the economic dealings of the two sides. 
Therefore, it does not take on the various risks involved in these activities. 
Following the development of the commodity economy, the economic dealings 
between enterprises became more diverse, which required appropriately diverse 
financing. This then is the objective basis for the existence in our nation's 
economy of commercial credit and of forms for pooling resources between 
enterprises. It should be admitted that the commercial credit methods used 
at present are mostly continuations of methods used in capitalist economies, 
and not methods initiated by us. However, we cannot simply say that we are 
using capitalist things, because these financing methods were initially 
products of the commodity economy and accord with the demands of the com- 
modity economy. Our nation needs to greatly develop the commodity economy, 
and some of the financing forms and methods of the capitalist economy can be 
used to serve our nation's socialist construction. 


Second is the problem of how we are to appraise the role of commercial credit 
and methods of pooling social funds. Iu economic life, people often worry 
about the negative influences of commercial credit and the pooling of social 
funds. They worry, for example, that this will facilitate duplicated produc- 
tion and duplicated construction and may even give rise to credit inflation. 
Indeed, these credit forms are used among many enterprises and units and are 
relatively decentralized. It may also easily occur that an enterprise will 
proceed from its own interests and produce blindly. Thus we must be very 
careful. However, these financing methods have, after all, been produced in 
a socialist planned economy and they can strengthen regulation and guidance. 
At the same time, if we strengthen economic accounting in enterprises, the 
enterprises will not be able to use funds freely or wildly. Enterprises’ 
economic responsibility systems will provide internal "pressure" on 
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enterprises to utilize commercial credit and fund-pooling forms in a proper 
manner. As to whether these credit forms will give rise to credit infla- 
tion, it can be said that only if these credit forms are inappropriately 
used and if this forces banks to expand the general scale of credit will it 
be possible for overall credit inflation to occur. It can be seen that the 
crux of the problem is for banks to keep a good check on things. 


Third is the problem of the guiding role of banks in the financial system. 
Commercial credit and pooled social funds are restricted by the strength, 

in terms of funds, of the lending party and the borrowing party, and by the 
given commodity trade transaction or investment project. Their development 
is dependent to varying degrees on the support of bank credit. For example, 
it is only by banks accepting and honoring bills that discounting, mortgaging, 
and similar aspects of business can be better developed. Banks, through the 
extensive range of their branches, through the large amounts of funds they 
centralize, and through their good reputations, hold the leading position in 
terms of objective strength. They are thus able to influence and guide other 
credit forms. The key to this lies in finding appropriate methods through 
which to institute this guidance. 


2. If we are to enliven financing, we must further improve the banking 
system. 


In September 1983, the State Council decided that the People's Bank of China 
will solely exercise the functions of a central bank, and that a new banking 
system, with the central bank at the core and the various specialized banks 
as backbone components, would be established. In this way, the People's Bank 
of China is able to strengthen macroeconomic analysis and formulate scien- 
tific macro financial policies. The various specialized banks are able, 
under the guidance of these macro financial policies, to loosen restrictions 
on deposits and credits, and to enliven it so that it accords with the demands 
of the development of the commodity economy. This thereby forms a banking 
system where there can be flexibility in terms of financing and an overall 
regulatory capability. 


However, if we are to fully achieve this, there are still many aspects which 
need to be improved. There are aspects of the central bank's macro regula- 
tory methods which need to be improved and problems in terms of how the 
business of specialized banks is to be further enlivened. The former problem 
will be discussed below, while in regard to the latter problem, it is very 
important that we gradually resolve the following problems: 1) We must 
enliven the grassroots levels of the specialized banks so that they really 
become relatively independent economic entities engaged in financial 
activities. 2) Under the condition of each specialized bank handling a 
particular industry, where industries overlap or have relationships in 
accordance with the need to develop the commodity economy, it should be 
permitted for banks to engage in a certain amount of competition. 3) We 
should broaden the funding avenues between local specialized banks so as to 
accord with the need for horizontal fund flow. 
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Ill. While Enlivening Finance, We Should Pay Attention To Strengthening 
Macro Regulation of Finance 


In our nation's socialist economy, those who participate in the commodity 
economy are independent or relatively independent economic entities. There 
is a need for a unified regulatory mechanism to coordinate their activities 
in order to avoid blindness in production. The socialist commodity economy 
is, after all, united with the socialist planned economy. The state can 
and must prevent anarchic situations and economic crises by using law of 
value in the whole society. 


In the financial sector, at the same time as enlivening finance, it is 
important to pay attention to strengthening macro regulation. The object 
of financial activities is monetary funds, or currency. Money can gen- 
erally be involved in any sphere and used in various avenues, and thus has 
purchasing power on the market. Even though money is invested in one 
specific unit, its influence far exceeds this scope. It can affect the 
whole of the market and economy. Thus it is more important that financial 
departments strengthen macro regulation than it is for other departments. 
This is especially important now, as we make the transition from a singular 
credit system to a multi-channel, open financial system. As funding and 
financing tend toward decentralization, there is an even greater require- 
ment for regulatory mechanisms to bring the thriving financial activities 
onto the correct track. 


The significance of strengthening macro regulation of finance is naturally 
not restricted to the financial sector. It will directly influence the 
coordination of overall supply and demand in the society. In the national 
economy, enterprises generally rely on selling commodities to obtain income. 
They use the income to pay wages and purchase the means of production, so as 
to be able to carry on production. In this situation, the enterprises' 
monetary income and expenditure and the supply of commodities in the society 
should accord overall. In financial departments and the people obtain 
monetary income from the enterprises and afterwards use this income to 
purchase commodities. In general, they cannot break the above overall 
coordinated relationship between the enterprises, monetary income, and 
expenditure, and the supply of commodities in the society. It is clear that 
here we are talking about normal economic movements. However, if financial 
expenditure exceeds financial income, it will give rise to deficits, which 
often leads to bank credit (or overdraft). If an enterprise's income does 
not sustain its expenditure other losses are incurred which result in 
requests to the bank for supplementary credit, or the enterprise finds it 

is unable to repay its loan. When such a situation occurs, if bank credit 
arrangements do not accord with income sources, sharp supply and demand 
contradictions will arise where total social demand exceeds total supply of 
commodities in the society. It can be seen that regulating well sources of 
credit funds and the coordination of credit are not only requirements in 
terms of finance, but requirements in terms of regulating well the entire 


economy. 
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If we are to do well in the macro regulation of finance, we must clarify 
both the relationship between enlivening finance and strengthening macro 
regulation of finance, and the major aspects to be handled by macro regula- 
tion. I believe that enlivening finance and strengthening macro regulation 
of finance are complementary. Enlivening finance is aimed at promoting 
socialist economic development, while strengthening macro regulation is 
intended to provide fine conditions for enlivening finance and the economy. 
However, if we do not handle the relationship between the two well, contra- 
dictions may occur where “enlivening gives rise to disorder and management 
gives rise to rigidity."" The crux in handling well the relationship between 
the two lies in managing the key points. On the basis of according with 
enlivening of the economy and the promotion of economic development, we must 
seek appropriate management and regulatory forms. The principle for cor- 
rectly handling the relationship between enlivening and regulation is: 
"Exercise control over major issues and allow flexibility in regard to minor 
ones." However, further research is needed for what "major" and "minor" 
specifically refer to in the financial sector. 


Based on the characterisvics and historical experiences of financial 
activities, I believe that "major" issues can be summed up in two points: 

1) Controlling the overall scale of credit. Whether or not the overall 

scale of credit accords with the sources of funds is related to the larger 
question of whether overall demand in the society is coordinated with the 
supply of commodities. This is an important matter which should be subject 
to financial macro regulation. We must establish and perfect a system for 
managing and coordinating credit funds, especially in regard to the central 
bank's management of credit funds supplied by specialized banks. Of course, 
the direction in which credit funds are invested is an important matter, but 
this aspect should not be regulated too tightly or excessively. Doing so 
will prevent the enterprises and grassroots-level banks from bringing their 
enthusiasm into play. Controls should be oriented toward the situation in a 
given period. A small number of special investment directions, such as new 
capital construction projects and so on, should be subject to strict control. 
2) Ensuring that the use of funds really bring economic benefits. Whether 
or not credit funds circulate smoothly depends largely on whether or not the 
use of funds is rational and whether or not it brings economic benefits. At 
the same time, if the funds can bring economic benefits, it means that credit 
investment is suited to the needs of the economy. This will not produce 
negative effects. This is a supplementary control on the scale of credit. 

In several aspects, ensuring that credit brings economic benefits is more 
important than controlling the scale of credit. This is because even if the 
scale of credit exceeds that predicted, if the funds really bring economic 
benefits, problems will not necessarily arise. This accords with the demands 
for developing the economy. Thus, we need to sum things up and formulate 
methods by which to test the use effectiveness of credit and appropriate 
reward and penalty systems. 


Apart from this, we should free up and enliven the determination of the 
objects of credit, the examination and approval of credit demands, the 
selection of appropriate credit forms, and so on. These things should be 
flexibly decided on by grassroots-level banks in accordance with their 


actual situation. 
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Of course, organizing well the macro regulation of finance deperds upon 
perfecting the central bank's regulatory methods. At present, the methods 
which should be used, apart from policies, include: 1) Credit income and 
expenditure plans and plans for the credit supply by various specialized 
banks in borrowing money from the People's Bank of China. 2) The handing 
over of deposit reserves to the central bank by various specialized banks. 
Through these two methods, it will be possible to control the scale of 
credit throughout the country and master ways to relax and tighten the 
money market. Although these two methods will play important roles, they 
still have shortcomings. The credit income and expenditure plans are fixed 
a year at a time, and it is difficult to regularly change the ratio of 
deposit reserves which must be handed over. The economic situation is also 
constantly changing and things which happen outside the plans require timely 
readjustment. The two regulatory methods which the central bank possesses 
cannot accord with demands and thus we need to seek new methods which are 
capable of being flexibly utilized. 


It is proposed that we now strengthen the utilization of interest rates. 
This involves two levels: 1) The credit supplied by the central bank to 
specialized banks; and 2) the credit supplied by banks to enterprises. 
Through the implementation of disparate interest rates and floating interest 
rates as well as the occasional readjustment of interest rates, it will be 
possible to regulate the demand for credit by enterprises and specialized 
banks. Following the development of the use of bills in commercial credit 
and an increase in the number of enterprises issuing bonds, and through the 
selective implementation of the discounting of bills, securities, and stocks, 
it will be possible to influence and control the scale of credit funds. 
Whether or not these regulatory methods are used with facility and with good 
effect is closely related to the level of development of the commodity 
economy. Thus, only if the regulatory methods accord with the reform of the 
economic structure and the development of the commodity economy will they be 
able to be gradually utilized and perfected. 


IV. The Cardinal Link in the Reform of the Financial System 


Bank credit is still the leading force in the financial sector, and if we 
wish to enliven finance, we must mobilize some of this leading force. The 
cardinal link lies in strengthening the vigor of local specialized banks. 


Viewed from a financial angle, the local specialized banks are the cells of 
financial activities and are in the frontline of operations. If the cells 
are invigorated, the entire body will have vitality. In their business, 
banks come into daily contact with enterprises and units. In the situation 
in which enterprises are enjoying relatively great autonomy and horizontal 
fund matters are increasing daily, if the local specialized banks do not have 
appropriate operational autonomy, they will not be able to satisfy the demand 
for enlivening the economy. Thus, if local specialized banks (at least 
branches at the county level) do not have vigor, the reform of the financial 
system will come to nothing. 








If we want to ensure that local, specialized banks have vigor, we must first 
give them appropriate autonomy in their operations, especially in their power 
to use funds. Under the guidance of state planning and policies, they should 
have the power to use the funds given to them and the deposits which they 
attract; the power to select those to whom credit will be offered; the power 
to determine whether or not to provide credit; the power to decide the 
amounts to be provided and to regulate interest rates within certain limits; 
and the power to participate in interbank loans within the limits of their 
funds. After handing over autonomy, a strict responsibility system should 

be instituted whereby rights, responsibilities, and interests are combined. 
Local specialized banks should take on at least the following responsi- 
bilities: 1) They are not to exceed the scale of credit approved. 2) They 
are to take on definite responsibilities in regard to losses incurred 

through the use of their funds (for example, through bankruptcies and bad 
debts). 3) In general, they should fulfill the profit targets stipulated. 

Of course, the economic interests of the local specialized banks should 
depend on whether or not their operations are good or bad. 


What needs to be stressed is that we must clearly set down the responsibili- 
ties to be assumed. In fact, while encouraging local specialized banks to 
act on their own and be flexible in their operations, we should also ensure 
they have the "pressure" of self-restriction, so that they are careful in the 
use of funds and proficient in their operations. The real linking of rights, 
responsibilities, and interests involves the organic combination of invigo- 
rating units and strengthening macro regulation, as well as implementing 
these policies at the grassroots level. Many instances during reform have 
shown that if we only give powers and do not set down responsibilities, it 
often occurs that enterprises proceed simply from their own interests and 
anarchic situations arise. 


We must give local specialized banks powers, responsibilities, and interests 
so that they become economic units operating independently. We must also 
take this as our starting point in arranging and planning banking systems 

and structures, the relationship between the central bank and the local 
specialized banks, and the management system for credit funds. If the reform 
of these aspects does not center on the enlivening of local specialized 
banks, the two things will become divorced. In such a case, it will be very 
difficult for the financial system to become a vital entity. 


CSO: 4006/944 
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JPRS-CEA=85-089 
9 October 1985 


PROVINCIAL AFFAIRS 


QINGHAI HOLDS ECONOMIC, TECHNOLOGICAL MEETING FOR NORTHWEST CI\INA 
HK241546 Xining Qinghai Provincial Service in Mandarin 2330 GMT 21 Sep 85 


[Text] Yesterday morning, Xining convened the third economic and technological 
coordination conference for northwestern China. The conference was attended by 
Shaanxi Governor Zhang Boxin, Gansu Vice Governor Hou Zongbin, Wang Yanxin, 
vice chairman of the Ningxia Hui Autonomous Regional People's Government, and 
over 100 delegates from 5 provinces and regions in northwestern China. 


Qinghai Governor Song Ruixiang delivered a speech at the conference. He said: 
Although it has a rather backward economy, Qinghai is a vast territory abound- 
ing in natural wealth and has great economic potential. To strengthen the 
economic and technological cooperation can invigorate Qinghai's economy as wel] 
as the direction of the development of its future economic work. 


He hopes that various provinces and regions in northwestern China will 
strengthen their cooperation and learn from each other's strong points to 
offset their own weaknesses, so as to give play to the economic community of 
northwestern China and to catch up with the advanced areas. 


On behalf of the provincial CPC committee and the provincial people's govern- 
ment, Huang Jingxuan, adviser to the provincial people's government, spoke at 
the conference. 


Huang Jingxuan proposed suggestions on establishing a standing body for the 
economic and technological cooperation among the five provinces and regions 
in northwestern China, on methods of mutual economic technological, and cul- 
tural cooperation among the five provinces and regions, on strengthening the 
economic links and technological cooperation among Xian, Lanzhou, Xining, 
Yinchuan, and Urumqi cities: on strengthening the circulatior among the five 
provinces and regions, on exchanging their strategic studies on economic and 
social development, and on discussing the major cooperation items. 


Starting 22 September, the conference participants will begin to separately 
carry out their work. 


cso: 4006/9 
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JPRS=CEA=85.089 
9 October 1985 


PROVINCIAL AFFAIRS 


GUANGXI GOVERNMENT STRESSES CONTINUATION OF REFORM 
HK240825 Beijing XINHUA Hong Kong Service in Chinese 0943 GMT 20 Sep 85 


[Report: "Guangxi Autonomous Regional People's Government Stresses the Need 
To Adhere to Reforms"] 


[Text] Nanning, 20 September 85 [XINHUA]--The Guangxi Autonomous Regional 
People's Government has recently held a work meeting on the reform of the 
economic structure in cities throughout the region. The meeting called on 
cadres of various levels to overcome difficulties and push the reform forward 
by adopting the view that reform concerns the overall situation of the region. 


The meeting held that Guangxi started its economic reform late and economic 
reform has been developing in an unbalanced way. Last year, according to the 
instruction that Guangxi should bring about an upswing in its economy, which 
was given by General Secretary Hu Yaobang when he was inspecting Guangxi, the 
Guangxi Regional CPC Committee worked out a series of practical measures to 
simplify its administration and delegate its powers. It also took steps to 
invigorate the economy. At present, the region is trying to put almost half 
of its enterprises, which are normally controlled by the regional people's 
government, under the control of the central cities. More than 80 percent 

of the enterprises in the region have already implemented the contract 
economic responsibility system. The region has established 166 various types 
of trade centers and a large number of open markets. There are more than 
140,000 households specializing in transport and more than 300,000 people 
engaged in the transport business throughout the region. Between January and 
July this year, the profit turned over to the state by the state industry of 
the region increased by 40.2 percent and the regional revenue increased by 
31.3 percent as compared with those in the corresponding period of last year. 


Wei Chunshu, chairman of the Guangxi Regional People's Government, said at 
the meeting that Guangxi must stick to the reform, continue to implement the 
various effective reform measures in the whole region, further simplify admin- 
istration, delegate powers, reduce the burden of enterprises, give more 
decisionmaking powers to enterprises, continue to implement the practice that 
enterprises contract for state assignments under the contract system, sell, 
rent out or contract to collectives and individuals some of the small state 
enterprises, bring into play the functions and roles of the central cities, 
make full use of economic levers, such as price, credit and revenue, encourage 








the peasants to go to the cities to start various types of enterprises, and 
separate the functions of government from those of enterprises. 


The meeting stressed that all the comrades should see the problem in reform 
in a correct way. It is quite natural that there are problems and mistakes 
in reform. So comrades should try to solve these problems during reform. 
The meeting also hoped that the broad masses of cadres will do their best to 
contribute to the successful progress of the reform. 


cso: 4006/9 
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JPRS=CEA+85-089 
9 October 1985 


PROVINCIAL AFFAIRS 


HUNAN SPECIALIZED HOUSEHOLDS AID NEIGHBORS 
OW20(/323 Beijing XINHUA in English 0305 GMT 20 Sep 85 


[Text] Changsha, September 20 (XINHUA)--Many better-off specialized households 
in Hunan Province are helping fellow villagers raise their income level. 


About 450,000 families in Hunan's rural areas have been having difficulties 
in raising production and their standard of living. Neighbors who have 
managed to increase output have pitched in with advice and funds. 


Kang Jinming, who specializes in raising fruit, has since 1983 trained members 
of 46 households in 13 neighboring villages in Shaoyang County to grow water- 
melon and citrus fruit according to scientific methods. Twenty-five of these 
families have become new specialized households with per capita income exceed- 
ing 1,000 yuan last year. 


Last year a young peasant, Yu Daqing, who lives in Taoyuan County, lent 3,000 
yuan without interest to a village-run firecracker factory which was on the 
verge of bankruptcy. The factory improved management and now its 2/70 workers, 
all from village families, earn between 60 and 120 yuan a month. 


Specialized villages have now appeared in most of Hunan's counties. They 
produce bricks, furniture and other construction materials or raise pigs and 
fish. 


There are altogether 1.9 million specialized households in Hunan, accounting 
for 17.6 percent of the province's rural population. 


CSO: 4020/5 
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PROVINCIAL AFFAIRS 


BRIEFS 


ECONOMIC BRANCHES IMPROVE PROPORTIONS--During the Sixth 5-Year Plan period, 
the proportions between the province's major economic branches have improved 
remarkably. The major indicators are: 1) The ratio between agriculture, 
light industry and heavy industry has been coordinated basically, and the 

slow development of agriculture and light industry has been changed. In the 
total economy, the proportion of agriculture has risen from 37 percent in 

1980 to 39 percent; that of light industry has risen from 32 percent to 34 
percent; and that of heavy industry has declined from 31 percent to 27 percent. 
2) The ratio between consumption and accumulation has been coordinated basic- 
ally. During the Sixth 5-Year Plan period, the province's accumulation rate 
has been maintained at 20 to 30 percent, and the people's living standard has 
been improved. 3) Tertiary industry, which is closely related to the people's 
livelihood in the total output value of the national economy, has developed 
quickly. It is estimated that this year the total output value of the provin- 
cial tertiary industry wili reach 11.4 billion yuan, more than 3 times that of 
1980. [Text] [Jinan Shandong Provincial Service in Mandarin 2300 GMT 

23 Sep 85] 


PRICES OF COLOR TV--According to the spirit of a document of the provincial 
price bureau, the regional price bureau issued a circular on 16 September to 
the Haikou City Price Bureau, all county price bureaus in the Han nationality 
areas, and organs directly under the regional authorities. The circular dealt 
with setting the prices of color television sets in the region and on allowing 
to float. The circular demanded that all cities, counties, and units imple- 
ment the circular as soon as they receive it. [Excerpt] [Haikou Hainan 
Island Service in Mandarin 0400 GMT 18 Sep 85] 


CSO: 4006/9 
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9 October 1985 


ECONOMIC DEVELOPMENT ZONES 


PROGRESS OF CHANG JIANG, ZHU JIANG DELTAS, SOUTHERN FUJIAN 
Chang Jiang Delta 
Beijing LIAOWANG [OUTLOOK] in Chinese No 20, 20 May 85 pp 18-19 


[Article by Zhang Gaopeng [1728 7559 7720], Liao Yuan [1394 0626] and Wen Nan 
[2429 2809]: "The Chang Jiang Delta--The New 'Trade-Industry-Agriculture' 
Setup Is Taking Shape") 


[Text] Editor's note: The Chang Jiang and Zhujiang deltas and the Xiamen- 
Quanzhou-Zhangzhou triangle area in southern Fujian are another group of open 
economic zones opened after special economic zones and 14 coastal cities. At 
present, these three areas are seizing the opportune moment to vigorously 
readjust the industrial lineup of rural areas in accordance with the trade- 
industry-agriculture principle. 


The three reports carried in this issue show that these three open economic 
zones have adopted a correct orientation and effective measures and made 
Steady progress in readjusting the rural industrial lineup. This provides 
definite useful experiences for Shandong and Liaoning peninsulas, the Beijing- 
Tianjin-Tanggu triangle area, and other coastal areas in gradually 
transferring to the "trade-industry-agriculture" type of production lineup in 
the rural economy. [End of editor's note] 


The Chang Jiang Delta extends across Jiangsu and Zhejiang provinces and 
Shanghai Municipality, covers an area of approximately 50,000 square km and is 
the largest river delta in China. According to records, this area was vast 
and sparsely populated during the Qin and Han dynasties. In the last stage of 
the Western Jin dynasty, frequent wars in the Huang He basin caused large 
numbers of pecple in northern China to move to the south along with their 
advanced production tools and technology, which promoted the prosperity of the 
economy and culture in this area. At the hieght of the Tang and Song 
dynasties, the economy here developed further, population grew day by day, 
Suzhou, Jiaxing and Huzhou became famous cities, and Hangzhou became still 
more prosperous. Between the Opium War in 1840 and the eve of China's 
liberation, Shanghai's population increased from 530,000 to 5.2 million and 
became a famous financial and trade center of the Far East. The rise of 
Shanghai attracted and brought along neighboring areas, as large numbers of 
bankrupt peasants in Suzhou, Wuxi, Changzhou, Hangzhou, Jiaxing and Huzhou 
poured into Shanghai, thus accelerating the development of its national 
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industries and trades. Meanwhile, national industries in these areas also 
developed rapidly and maintained numerous links with Shanghai. 


The geographical position and natural conditions of this economic zone are 
superior to various major river deltas of the world. What is more valuable is 
that there is a galaxy of talents, a solid industrial and agricultural 
foundation, a fairly high cultural and technological level and a fairly 
developed commodity economy. There are great prospects for building this area 
into China's most civilized and prosperous area. 


The economies of different areas in the Chang Jiang Delta have long been 
interdependent. Since the 3d Plenum of the 11th CPC Central Committee, links 
between different areas have become even closer along with the development of 
economic construction and foreign trade. However, due to the restrictions of 
administrative divisions and man-made barriers, the economic advantages of the 
Chang Jiang Delta have never been fully exploited. During his inspection of 
the Zhu Jiang and Chang Jiang deltas, Premier Zhao Ziyang said it was 
necessary to convert this area to a farm and sideline product export base and 
a food industry base, aim at entering the international market and, in 
accordance with the need of exports, readjust the lineup of agricultural 
production and change it from "“agriculture-industry-trade" to "trade-industry- 
agriculture." These remarks have pointed out a clear orientation for the 
reform of the industrial lineup in the Chang Jiang Delta. Therefore, building 
the Chang Jiang Delta into a bridge between China and foreign countries, a 
center for importing advanced technology and a base for developing foreign 
trade have become major topics for discussion in the provinces and the 
municipality in this area now and for some time to come. 


The Shanghai Municipal CPC Committee recently held a rural work conference to 
urge efforts to readjust the economic structure of rural areas in suburban 
counties in accordance with the industrial lineup of trade, industry and 
agriculture and fully and rationally utilize natural resources and labor to 
raise the commodity rate and improve comprehensive economic results. Gu 
Xiulian, governor of Jiangsu Province, said not long ago that it was necessary 
to develop the Suzhou, Wuxi and Changzhou areas in accordance with the 
production system of "trade-industry-agriculture," strive to use 10 years to 
build these areas into export bases of a larger scale, and create a new model 
for urban and rural construction. The leaders of Jiaxing and Huzhou cities in 
Zhejiang Province have realized that in the past, although they made some 
achievements in exports they basically followed the conventional road of 
"agriculture, industry and trade" and that now they must change it in 
accordance with the structure of "trade, industry and agriculture," organize 
product processing in accordance with the demand of international markets, and 
then use the processing industry to direct planting and breeding industries. 


The Chang Jiang Delta area has always attached importance to commodity 
production and exported a wide variety of commodities. Its products, including 
Huzhou's sheepskin, rabbit fur, mink, eels, pearls, goldfish, dehydrated 
vegetables, potted flowers and plants, and light industrial, textile and 
handicraft products such as silk, embroidery and lace are fairly popular on 
the international market. In the past few years, counties in Shanghai's 
suburbs have established over 630 export commodity production units, exported 
nearly 400 varieties of commodities and procured 800 to 900 million yuan of 
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commodities for exports each year. They will also stabilize vegetable 
acreage, readjust grain variety, reduce cotton acreage and expand the acreage 
of other cash crops in an effort to increase exports. This year, Shanghai's 
suburban counties will almost double their melon acreage and increase fruit 
trees by over 50 percent and flowers and plants by 150 percent. At present, 
almost every county in Shanghai's suburbs has a project financed with foreign 
capital; Suzhou, Wuxi, Changzhou, Hangzhou, Jiaxing and Huzhou in Jiangsu and 
Zhejiang provinces also have quite a few projects involving foreign investment 
or cooperation. 


Township and town industries are the mainstay of the economy as well as an 
important source of export commodities in the Chang Jiang Delta. Take the 
Suzhou, Wuxi and Changzhou areas of Jiangsu Province and the suburbs of 
Shanghai, for example. In 1984, township and town industries made as much as 
3.6 billion yuan of net profits and paid over 1.9 billion yuan of taxes to the 
state. By relying on the support of large and medium-sized cities, vigorously 
absorbing foreign funds and technology, and carrying out integration with 
inland provinces and regions, these areas have developed a large number of 
fairly advanced enterprises and hot-selling products. Some of these products 
have already entered the international market. 


Yin County of Zhejiang Province has 52 township and town enterprises. Among 
them, 28 enterprises use local natural resources to produce export products 
and some have already begun to organize the production, processing and 
transport of products in accordance with the requirement of "trade, industry 
and agriculture." The Yin County Frozen Poultry Plant has combined planting 
and breeding, which begins with studs and seedlings, processing, storage and 
export into a "coordinated process." This plant has established a cooperative 
relationship with specialized breeding households in neighboring rural areas. 
The plant purchases fine studs of geese and ducks from Guangdong, breeds 
young poultry, and mixes fodder. Specialized households raise the poultry and 
sell them to the plant to be processed, stored and exported according to 
plans. Frozen geese and ducks exported from this plant are very popular on 
the Hong Kong and Macao markets. 


Zhu Jiang Delta 
Beijing LIAOWANG [OUTLOOK] in Chinese No 20, 20 May 85 p 19 


[Article by Tang Wei [0781 3555] and Jiang Zuozhong [3068 0146 0022]: "The Zhu 
Jiang Delta--Turn the 'Head' Around To Aim at Foreign Markets"] 


[Text] The Zhu Jiang Delta covers an area of approximately 11,000 square km. 
In the past few years, on the basis of perfecting the production 
responsibility system, some places here have stood the "industry-agriculture- 
trade" system on its "head" and begun converting to the production pattern of 
"trade, industry and agriculture," thus bringing life to the rural economy. 


Xinhui and Shunde counties, which are usually known as the "land of fish and 
rice," recently held a special meeting to discuss how to put "trade" in the 
first place and arrange agricultural production in accordance with Hong Kong, 
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Macao and foreign markets. Their initial plans are: 1) Abolish command plans 
for crop planting and let peasants make their own arrangement for production 
according to market information; 2) pay attention to developing high-grade, 
precision, advanced, rare and high-quality products of agriculture, forestry, 
animal husbandry and fishery and ensure that quality is the main factor for 
success; 3) organize economic entities which integrate "trade, industry and 
agriculture," organically link production, processing, packaging, storage, 
transport and marketing, and operate independently. 


While changing the orientation of agricultural operations to international 
markets, rural areas in the Zhu Jiang Delta have paid attention to developing 
Strengths and avoiding shortcomings and have fully exploited local advantages. 
Foshan and Jiangmen cities, which are located in the hinterland of the Zhu 
Jiang Delta, have each decided to reduce rice acreage in the next 2 to 3 years 
and plant cash crops or develop aquaculture instead. This year, they are 
transforming some low-lying muddy fields which are unsuitable for growing rice 
into fish ponds, and growing cassava, peanuts, litchi and oranges on many 
hills and slopes. 


Converting agricultural production based on the quantity of products to 
agricultural production based on the quality of commodities is an important 
link in readjusting the agricultural lineup of the Zhu Jiang Delta. Foshan 
City, which acted faster than others, has already established three lean pork 
production bases in addition to quality fish, vegetable and flower and plant 
bases. Jiangmen City is planning to establish "isolated areas for imported new 
varieties of agricultural and animal husbandry products" on Shangchuan and 
Xiachuan islands. They will import improved strains and breeds from foreign 
countries, grow and raise them here on an experimental basis, and transfer 
them to the mainland after the experiment proves successful. 


As we understand, the quality of some products exported from the Zhu Jiang 
Delta has attained the standards of international markets, but because the 
products are not "dressed up," first-grade products are sold at third-grade 
prices. At present, all localities are making plans, raising funds and 
preparing to popularize and adopt advanced food processing, preserving and 
packaging equipment and technology so as to raise the standards and improve 
the quality of products and develop still more new varieties of food products, 
In order to make full use of local food resources, Zhongshan City, which is 
adjacent to Hong Kong and Macao, decided to resort to foreign funds and 
domestic integration to help build corn soup, fruit syrup and fast frozen 
fruit, vegetable and meat plants within 2 years. 


The key to the reform of economic structure is to establish the production 
System of "trade, industry and agriculture." Guangdong Province has conducted 
investigations and studies in the past few months and is now formulating a 
complete set of policies and measures for the procurement of raw materials and 
processing of products and exports to vigorously support and encourage 
exports. 


In order to guarantee the freshness of farm and sideline products and 
processed foods and make them more competitive on Hong Kong, Macao and 
international markets, the provincial foreign trade and economic commission 
gave permission to the six cities of Guangzhou, Shenzhen, Zhuhai, Foshan, 
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Jiangmen and Zhongshan and 10 counties including Fanyu, Nanhai, Shunde and 
Dongwan to establi3h local export and import companies to carry fresh and live 
commodities and directly deal with Hong Kong and Macao. 


In order to prevent competition in the form of raising purchasing prices at 
home and reducing sales prices abroad, the province and all localities are 
making preparations to establish industrial associations. The main tasks of 
such associations are to coordinate and exercise control over the allocation 
and execution of export quotas, set the lowest price limits for all export 
commodities, provide international market information, collect samples, 
production techniques, and equipment for similar products, and offer 
consulting services for the export units and producers of the specific 
industry. 


Practice has proved that the "trade-industry-agriculture" production structure 
is suitable for the natural conditions and the trend of economic development 
of the Zhu Jiang Delta, which is located in a subtropical zone where the 
weather is springlike the year round and even winter is suitable for growing 
vegetables. Some villages which grow many vegetables and fruits often use the 
condition of "natural green house" to grow large amounts of "unseasonal" 
vegetables and ensure that "we have what others don't have, we have more when 
others have less, and we are early when others are late." Shijie and Gaozhi 
of Dongwan County and Lishui and Danmu of Nanhai County can export towel 
gourds, kidney beans, Dutch beans and hearts of cabbages 1 or 2 months ahead 
of the season. They can supply hotbed chives all year round, which have 
become a hot-selling product on Hong Kong and Macao's markets. 


The Zhu Jiang Delta is on the coast of the Nan Hai and adjacent to Hong Kong 
and Macao. There are many isiands. Both water and land transportation are 
convenient. Shunde County, which produces over 100 million jin of freshwater 
fish a year, is only 60 miles by sea from Hong Kong. Live fish are shipped in 
water at night and sold in Hong Kong and Macao in early morning of the next 
day. On the average, 40 tons of fish are shipped daily to Hong Kong. They 
have become the "gold-medal product" exported from Guangdong Province. The 
Zhu Jiang Delta is also a famous land of overseas Chinese. In the past few 
years, large amounts of funds and advanced technology and equipment have been 
imported to this area through channels established by patriotic overseas 
Chinese, 


Southern Fujian 


Beijing LIOAWANG [OUTLOOK] in Chinese No 20,20 May 85 p 20 


[Article by Lin Qunying [2651 5028 5391]: "The Triangle Area of Southern 
Fujian--Accelerate Development of the Regional Economy") 


[Text] China's noted economist Tong Dalin [4547 1129 2651] has called the 
southern subtropical coastal area between Fujian and Guangdong the "golden 
coast." The triangular area bounded by Xiamen, Zhangzhou and Quanzhou in 
southern Fujian is like a "golden triangle" mounted on the "golden coast." 
Along with implementation of the open-door economic policies in coastal areas 
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and the formation of the "trade-industry-agriculture" production lineup, this 
"golden triangle" area will radiate brighter and shinier rays. 


The Xiamen-Zhangzhou-Quanzhou triangle area includes Xiamen City and the two 
prefectures of Jinjiang and Longxi, totalling three cities and 16 counties. 
It covers an area of 24,900 square km and has a population of 9 million 
people. Its foreign economic relations have a long history. Quanzhou Port in 
the Tang and Song dynasties and Xiamen Port in recent years have had frequent 
trade relations with foreign countries. According to statistics, there are 
now over 5 million overseas Chinese in this area. 


Hu Ping, governor of Fujian Province, recently told reporters: Since the 
central government decided in 1979 to implement "special policies and flexible 
measures" for foreign economic activities in Guangdong and Fujian provinces, 
the triangle area of southern Fujian centering in the Xiamen Special Economic 
Zone [SEZ] has begun a program of infrastructure construction and established 
various joint ventures, cooperative enterprises, and wholly-owned foreign 
enterprises using foreign and overseas funds, accounting for two-thirds of the 
province's total. However, it is still necessary to emphasize the need to 
make arrangements for processing, planting and breeding in accordance with 
local conditions and the needs of exports and international markets. In other 
words, it is still necessary to adjust the production lineup in the direction 
of "trade, industry and agriculture." 


Not long ago, the Fujian Provincial CPC Committee and government summoned 
relevant personnel to discuss implementation of this economic structure, and 
made the following three suggestions: 


1. Gradually readjust the internal structure of agriculture in the southern 
Fujian triangle. With spring-like weather all year round, southern Fujian has 
great potential for sea fishery and aquaculture. Calculated on the basis of 
acreage, the agricultural output value of this area is 1-fold higher than that 
of the province. Therefore, it is necessary to gradually reduce grain crop 
acreage, increase the ratio of cash crops, and develop aquaculture, planting, 
and township and town enterprises. 


2. Pay attention to importing advanced technology. There are several 
thousands of state and collective enterprises in the southern Fujian triangle, 
but none has a large production scale. Their technology and equipment are 
mostly 1%50's- and 1960's-vintage. Because of this, Xiamen City and the two 
prefectures have made arrangements to carry out extensive technological 
transformation in existing state-run enterprises through importing advanced 
technology and equipment. Their goal is to have the overwhelming majority of 
enterprises meet the late 1970's and 1980's level of technology and management 
by 1990. Agricultural units and township and town enterprises should also 
import advanced technology, do a good job in the multiple processing and 
comprehensive utilization of farm and sideline products, and develop 
competitive traditional and new products. Some counties and townships have 
made achievements in this regard. The Xinhu Feather Arts and Crafts Factory 
of Shishi Town, Jinjiang County, has exported its feather products and 
decorative candles to Italy, Japan and Sweden. Last year, the output value of 
township and town enterprises in this county accounted for over 60 percent of 
total industrial and agricultural sutput value. 
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3. Establish a new industrial system. Southern Fujian has rich mineral 
resources; therefore, it can develop cement, glass, building materials and 
structural ceramics. It can also use coastal conditions to develop ship 
dismantling, steel rolling, marine chemical and biochemical industries. At 
present, Huian and Dongshan are preparing to build plate glass product plants. 


The local conditions and economic situations of different areas in the 
southern Fujian triangle are uneven. Each area has its strengths and 
weaknesses. Therefore, the triangle must take the road of integration and do 
a good job in the development of economic zones. In the past few years, some 
experiments have been carried out in this regard: In 1983, the Zhangzhou and 
Quanzhou areas and Xiamen City jointly established the Southern Fujian 
Regional Economy Development Office. In 1984, Lujiang of Xiamen, Jinjiang of 
Quanzhou and Jiulongjiang of Zhangzhou again established the Sanjiang Trade 
Development Corp which is an economic entity formed with the joint investment. 
of the three parties to carry out export and import business and import 
technology and equipment through the "window" of the Xiamen SEZ. The economic 
activities of the Zhangzhou and Quanzhou areas have always focused on Xiamen 
City. Now 80 percent of farm and sideline products on the Xiamen market and 
the raw materials of the canned food industry such as fruits and meat in 
Xiamen City all come from the prefectures and counties in southern Fujian. In 
the future, there will be more extensive integration in the open economic zone 
in southern Fujian in regard to energy and water supply, telecommunications, 
railways, highways, civil aviation, the construction of complete facilities 
for large and small ports, and tourism. Only integration can bring about the 
best economic results. Therefore, it is very possible to build southern 
Fujian into an open economic system based on the four economic pillars of 
foreign trade, economic agriculture, new industries (including the electronics 
industry and conventional industries which have been transformed with modern 
technology), and high-class tourism. 


Judged by the current trend of development, the Xiamen-Zhangzhou-Quanzhou 
triangle area still must strive to gradually form the economic pattern of "one 
center and two fans." Hu Ping gave some explanations in this regard. He 
said: We should consider the Xiamen SEZ as the center, fully exploit the 
strengths of coastal areas, lead the development of western and northern 
Fujian and then extend toward inland provinces. After their economy is 
developed, inland provinces can conduct export and import trade through the 
ports of coastal open zones, extend toward the outside and encourage the 
economic structure of Fujian Province to transfer from a closed to an open 
type. This will have a great impact on the economic construction of China's 
"golden coast" and the efforts to unite the broad masses of overseas Chinese. 
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ECONOMIC DEVELOPMENT ZONES 


QINGDAO'S DEVELOPMENT AS OPEN CITY REVIEWED 
Beijing LIAOWANG [OUTLOOK] in Chinese No 19, 13 May 85 pp 14-16 


{Article by Yu De [0060 1795] and Sun Xiuchun [1327 0208 4783]: "Several 
Strategic Questions on Open Cities--An Interview with Liu Peng, deputy 
governor of Shandong Province and secretary of the Qingdao City CPC 
Committee" ] 


[Text] "It has been a year since the CPC Central Committee and the State 
Council decided to further open up 14 coastal cities. Would you please tell 
the readers of LIAOWANG weekly how the open door policy has been implemented 
in Qingdao and what kind of problems it has had in the past year or so? We 
would also like to hear your opinions on how this important national policy of 
opening to the outside world can be better implemented in the future on the 
basis of Qingdao's practice in the past year." We made these requests to 
Comrade Liu Peng [0491 7720], deputy governor of Shandong Province and 
secretary of the Qingdao City CPC Committee, in a room of the Zhangiao Hotel 
on the seashore of Qingdao City. 


Liu Peng, now over 60 years old, has been directi: g economic work in Shandong 
Province for many years. He has rich experience and is bold in blazing new 
trails. He is known for his ability and experience. It has been less than a 
year since he was appointed to a concurrent position as the secretary of the 
Qingdao City CPC Committee, but he already knows everything about Qingdao's 
reforms and developments. When he talked to us, he used simple and unadorned 
words, but he made penetrating analyses of problems. 


I. Rapid Progress in Absorbing Foreign Funds and Carrying Out Domestic 
Integration 


Liu Peng first gave us a brief account of the implementation of the open door 
policy in Qingdao in the past year. 


Qingdao was opened up in April 1984. At the time, both ideological and work 
preparations were insufficient. However, judging from the work done in the 
past year, progress has been rapid. Last year, Qingdao absorbed $160 million 
of foreign funds, an increase of more than 100 percent over the total amount 
of the previous 5 years. Unlike the past when domestic integration was 
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carried out to fulfill political tasks or for support purposes, last year, 
Qingdao absorbed 250 million yuan of renminbi from inland areas. 


However, to really open up Qingdao, some basic problems must be resolved. An 
important one is air traffic. It is impossible to build international 
airports throughout China, but it is a must in some areas. In Shandong, at 
least Qingdao should have one. The absence of an advanced airport has caused 
many inconveniences for investors and tourists in Qingdao, and many visitors 
refuse to come here. This is a prerequisite. The Qigndao Airport is now 
under reconstruction. When completed, it will be able to accommondate large 
and medium-sized airplanes. Whether it should be called an international 
airport is another question. Another problem is communications. This year, 
we are building the airport. Next year, we will concentrate on 
communications. By then, communications with foreign countries will be much 
easier. In order to open up, these two problems must be resolved. 


There are also water and power problems. Now there are broad prospects for 
Qingdao's power industry. We are planning to build two sets of 200,000- 
kilowatt generators which, plus the original 250,000 kilowatt generator, will 
give Qingdao a power generating capacity of 650,000 kilowatts. The 
situation will be even better if a provincial power transmission line is 
added. The biggest problem is water; the solution is to divert water from 
the Huang He. After this problem is resolved, there will be nothing to worry 
about in Qingdao's economic takeoff. 


All these are restrictive factors for implementing the open door policy in 
Qingdao. After these problems are solved, Qingdao will have a great future. 


II. Qingdao's Strategic Position 


Liu Peng thinks that an open city must first have a clear idea of its own 
strategic position. Only when this question is clarified can it determine a 
correct principle for urban construction, define its functions and roles, and 
devise a prudent development plan. 


The strategic position of an open city is where this city stands in the 
province, nation and world, judged from a long-term and macroscopic point of 
view. This position is an objective reality. The question is whether you 
Know it or not and whether you know enough of it or not. In October last 
year, during his inspection of Qingdao, Secretary General Hu Yaobang 
emphatically addressed the issue of Qingdao's strategic position, which was a 
great help to us in our efforts to deepen understanding. 


Comrade Hu Yaobang said: 


"Do you have a sufficient understanding of the important status of Qingdao in 
the economic construction of Shandong Province? Qingdao is the economic, 
cultural, and scientific and technological center of Shandong. From a 
developmental point of view, it is also the communications center. Doing a 
good job in the work of Qingdao can produce an important impact on provincial 
economic development. Fully understanding the important status of coastal 
open cities is also ideological liberation." 


29 








"China mainly has five major ports--Guangzhou, Shanghai, Qingdao, Tianjin and 
Dalian. Qingdao is also famous worldwide. You must use multifarious means to 
strengthen, through sea, air and land transportation, economic relations with 
all countries of the world, and as soon as possible build Qingdao into an 
important link between China and the five continents." 


"There are two major peninsulas along the coast of northern China. One is 
Jiaodong Peninsula; the other is Liaodong Peninsula. Both are good summer 
resorts and tourist spots. When the people make more money, they want to 
spend it. They want to travel to where there are famous mountains and oceans, 
and you have to be prepared to let them come to your peninsula. This in turn 
will become a strong force in your economic development." 


These directives of Comrade Hu Yaobang indeed show great foresight. What is 
important is not what others think, but, first of all, whether we have a 
sufficient understanding ourselves. In the past few days, our city CPC 
committee has consolidated party organizations and corrected ideological 
guidance for vocational work. What do we need to correct? We think the most 
important thing is this issue of understanding. After reviewing our problems, 
we found out that there are quite a few of them. For instance, Qingdao's role 
is the economic, cultural and scientific and technological center of Shandong, 
but have we already built such a center? How do we exercise the functions of 
this center? How do we make our contributions to the economic development of 
Shandong Province? Moreover, a series of problems concerning the demands of a 
port city need to be solved. The first problem is the port itself. Due to 
limited wharfs and berths, many ships are stranded outside the port, resulting 
in huge economic losses. How do we solve this problem? In addition, a port 
needs many things other than wharfs. How is its transport and distribution 
capacity? How is its storage capacity? How is its repairing capacity? In 
order to give full play to the functions of a port city, it must develop ina 
comprehensive and coordinated manner. Yet again, tourism development is 
Qingdao's strength. In 1983, 2.7 million foreign and Chinese tourists visited 
Qingdao. In 1984, the number increased to 4 million. However, tourism should 
also be developed in a coordinated manner. There should be places to eat, 
Stay, entertain and shop. There should also be convenient transportation. 
This can be summarized in five words: dining, lodging, transportation, 
entertainment and shopping. We have a long way to go in this area and much 
work to do. Take entertainment for instance. How many places can we go to 
have some fun? Very few. To let the people have more fun, we must do a good 
job in regard to the ocean and Laoshan Mountain. 


In sum, we should first solve the problem of understanding and continue to 
Study and discuss it to deepen our understanding and translate it into 
concrete terms. 


III. What Kind of Qingdao Shall We Build? 


After fully understanding the strategic position of Qingdao, we should further 
study and discuss the guiding ideology of urban construction and set fotha 
correct principle for urban construction. In other words, we should study and 
discuss the issue of what kind of Qingdao we shall build. This is a huge 
task. We should correctly handle many intricate and complex relations. 
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Qingdao's roles as an economic, cultural, scientific and technological center, 
an open port, and a tourist city have determined that Qingdao is a multi- 
purpose city. What kind of industrial lineup, then, shall it have? What kind 
of living standards? How shall the port be constructed? How shall the 
industry be developed? How shall tourism be expanded? How shall cultural, 
educational, scientific and technological undertakings be distributed? How 
shall the whole tertiary industry be arranged and located? How do we handle 
the relationship between production development and environmental protection? 
How do we handle the relations between newly-developed and old districts, 
between new and old buildings and between high-rises and low buildings? Do we 
want modernization or let everything remain the way it is? Do we want to make 
do with whatever is available or make it more convenient and comfortable for 
the people's life? How do we establish effective urban control systems such 
as traffic and sanitary controls? We should conscientiously discuss these 
questions and unify our thinking during the movement of party consolidation. 
Of couse, it is impossible to work out all the details, but we should define a 
clear, basic guiding principle. If we do not raise these questions now and if 
everyone is still doing "free style," we will be thrown into a passive 
situation in the future. If we fail to lay a solid foundation now and if we 
botch things up now, it will be very difficult to correct them in the future. 


There is an expression in Qingdao: blue seas and skies, red tiles, green trees 
and small ccurtyards. This is what they called Qingdao's style. 
Representative of this style is the Badaguan area, which is truly pretty. But 
can we build everything like the Badaguan area? Resides, the Badaguan area 
only looks pretty from the outside; the interiors of the buildings are no 
longer advanced and are very inconvenient to live in. Therefore, we should 
keep what should be kept and discard what should be discarded. Many buildings 
in Qingdao were left over by the Germans. However, places like the Badaguan 
area which is preserved by entire blocks are rare today even in Germany. 
Munich is well preserved, but its new districts are also filled with high- 
rises. Hamburg was demolished during World War II. When it was restored, 
they had a principle--to keep the exterior designs and modernize the interior. 


We are short of funds; therefore, the standards of urban construction should 
not be too high. However, if we resort to low standards in everything, they 
will become obsolete in no time, and we will never be able to catch up. For 
instance, some recently-built seven- to eight-story-high apartments do not 
have elevators and toilets. They did not even leave any room for installation. 
What are they going to do in the future? Qingdao built 50 such buildings last 
year; over 2,000 units have now been occupied. About 20 percent of the 
residents are not satisfied. They complain mainly about the height. These 
buildings are not really high--only seven or eight stories. But the masses 
say: "Come and climb it yourself." How do you deliver coal upstairs? It 
costs 0.3 yuan to have 100 jin of coal delivered, but there is an additional 
charge of 1 yuan for each floor. Therefore, it costs 1.1 yuan to have the 
coal delivered to the eighth floor. How do you dispose of trash? Have 
somebody deliver it downstairs? Therefore, the masses's opinions all make 
sense. They said: "Can you do better than this? We only move once in our 
iifetime." 
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As of today, science, culture and education have not been included in our 
agenda, we might say. Qingdao is known as the hometown of track and field, 
but there are very few athletic fields. You can only run back and forth along 
the seashore. Cultural and sports facilities are seriously out of line with 
demand. As production develops, the people will set higher and higher demands 
in this regard and it will become more and more out of line. There is a lot 
of learning involved in traffic and environmental control, urban greening and 
fuel composition. We have not thought it to be a problem because our thinking 
has not come this far before, we might say. 


It is difficult to find food, housing, transportation, schools, stores, and so 
on in almost all our cities. There are so many "difficulties." How on earth 
are we going to solve them? Frankly, we are really not very good at such 
urban considerations. Therefore, we must vigorously study and conduct careful 
resea. 2; otherwise, we will not be able to meet the requirements and exercise 
the functions of an open city. 


Our goal is to build Qingdao into an open, modernized, convenient and 
beautiful place. 


IV. What Is the Real Capacity of an Open City? 


Open cities should build economic and technological development areas, but our 
guiding principle places priority on the transformation of old enterprises. 
Most of Qingdao's 1,800 enterprises are outdated. Very few were built in the 
1980's. Not many were built in the 1970's. However, the accumulation of 
funds mainly depends on old enterprises. Besides, it is faster to transform 
old enterprises than to build developing areas. This is not to say that 
developing areas are not important. It is to say that developing areas can 
only serve as a window and that they cannot be completed right away. 


Our goal is to update most old enterprises by 1990 to the level of the early 
1980's. You have seen the Textile Plant No 1, which is now selling, in the 
form of compensatory trade, its products on the supermarkets of foreign 
countries. The sealing product plant is another example. In the past, the 
service life of its products was less than 500 hours. After transformation, 
they could last at least 1,500 hours. The variety of its products has 
increased many-fold. This plant imported its equipment and some of its 
technology. Because it is well organized, imported technolgoy was assimilated 
in no time. The State Cotton Mill No 5 also imported some equipment which is 
considered the best in the world. Its products are in great demand abroad and 
99 percent are imported. The problem with this plant is that it cannot 
assimilate the technology it imported. In sum, as long as we do a good job in 
imports, we will be able to update products by 10 or 8 years in one leap. 


The main purpose in transforming old enterprises is to develop products for 
export and earn more foreign exchange. If this problem remains unsolved, we 
will not be able to open up and afford imports. The main contradiction open 
cities are now encountering is the problem of balancing foreign exchange, 
which is mainly caused by the export problem. If we cannot increase export 
products or if our exchange rate is low, or if we cannot export anything at 
all, how can we balance foreign exchange. Of course, we need to spend some 
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foreign exchange to earn foreign exchange. We cannot rely only on ourselves. 
Technology-intensive industries in particular such as the electronics industry 
may start by importing and assembling parts of equipment and then gradually 
assimilating and mastering the technology. It is necessary to go through this 
process. Speeding up this process is not impossible, but completely avoiding 
this process and totally relying on ourselves probably would cost us more 
money and time. Furthermore, it is also necessary to give up part of the 
domestic market. We can buy some equipment from other countries, but we cannot 
afford to buy everything from them. The state will of course support open 
cities in this regard, but state resources are also limited. Therefore, we 
should handle well this relationship, use valuable foreign exchange where it 
is most needed and fully exploit its role. Open cities should keep their eyes 
on international markets and gradually enable all of their major products to 
enter them. This requires that we do a good job in the transformation of 
enterprises and make their products more competitive on the international 
market. And that is our goal! Some of our products have won gold medals and 
silver medals at home. Whether these medals can be used as standards depends 
on whether they can hold a place in the international market. If your gold- 
medal products are good enough only for the street vendors of other countries, 
what kind of gold medals are they then? Aren't they a sham? 


Open cities are watching each other. There have also been some uncivilized 
incidents. For instance, some places that have the authority to import, have 
purchased farm and sideline products, such as rabbit fur, from inland areas at 
high prices, exported them at a loss and then made profits by importing 
automobiles, personal computers and even products exported from China. The 
result is that we are hurting ourselves. Comrade Ma Shengli [7456 0524 0448) 
put it well: "If you have the ability, you «should earn foreigners’ money. The 
true role of open cities should be to make good use of foreign funds to sell 
our products to foreign countries." 


V. The Glorious Duty of Open Cities 


Premier Zhao Ziyang pointed out: Open cities and areas serve as economic 
links between China and the world, as import and export bases and centers for 
absorbing foreign funds and carrying out domestic integration. Therefore, they 
have formed two fans in China's economic construction: one is open to the 
world, the other to inland China. Because of this, when evaluating the 
performance and achievements of open cities, we should consider both aspects 
and see what contributions they have made in handling the relations between 
the coast and inland and between eastern and western China, and in 
accelerating the economic development of inland areas. This is the gior:ous 
duty of open cities. They should not pay attention only to themselves; nor 
should they lower the demands on themselves. 


Our understanding of this problem was inadequate in the past. From last 
year's practice, we realize that there is a lot to be done in this field. All 
coastal cities are engaged in the processing industry. Their production 
techniques and cultural and business management levels are higher than inland 
areas, but raw materials are in the inland. This is the basis of integrat‘on. 
Qingdao was closed and did not let anybody in inthe past. Now, it is open. 
The city is working on this; so are the enterprises. Last year, the city 
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managed to absorb 250 million yuan of funds from inland. We are not clear 
about what and how much the enterprises have accomplished. This kind of 
integration can help and complement both sides. For instance, the Qingdao 
Flax Mill had problems acquiring bluish dogbane. This problem was solved by 
the integration between this plant and Henan and Hubei Flax mills. What is 
more, the deficit problems of the plents in Henan and Hubei were also solved. 
Their technology and management were pccr before. Now, with our help, their 
cechnology and management have improved readily. 


12302 
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9 October 1985 


ECONOMIC DEVELOPMENT ZONES 


NINGBO FACTORIES REPORTED IMPORTING ADVANCED EQUIPMENT 
Beijing GUOJI SHANGBAO in Chinese 8 Aug 85 p 1 


LArticle by Zhou Xi [0719 6932]: "Ningbo's Light Industries Briskly Importing 
Technology" ] 


[Text] Light industries in Ningbo have been actively importing advanced 
foreign technology and equipment and have obtained notable economic results by 
improving product quality, developing new products and increasing exports. 


Ningbo is geographically well placed and highly accessible, which are major 
attractions to foreign investors. In the 3 years from 1983 to 1986, the state 
allocated to Ningbo a total of $90 million in foreign exchange, and this 
year's allotment exceeds last year's by $18 million. This infusion of foreign 
exchange has boosted the city's external economic activities. It has imported 
from Japan a set of equipment for making newsprint. The equipment cost only 
5,000 yuan but will enable the city to produce 34,000 tons of newsprint each 
year. In a project involving compensatory trade between the Ningbo Canning 
Factory and a Japanese company, the former has imported from Japan chuan 
[1557] iron and equipment and expects to produce 500 tons of cleaned bamboo 
shoots this year and 5,000 tons next year. 


The city's ball-point pen factory imported a tube-drawing machine from 
Britain, the first enterprise in the nation to do so. The machine went into 
operation the same year it was imported, providing experience in the use of 
such equipment. 


A poker color printing company bought two machines from West Germany, which, 
though second-hand, proved to be very practical. 


Besides actively shopping for advanced equipment in the international market, 
Ningbo has also been importing technology by leasing equipment. The printing 
machine at the Ningbo Color Printing Factory, for instance, was leased from 
Hong Kong. Put into service the same year it was imported, the machine 
performs so well and turns out such high-quality products that it has 
generated more business than the factory can handle. It is now all booked up 
through the end of the year. 


35 





Joint ventures have also emerged in the light industrial sector. In 1984, the 
Ningbo International Trust Investment Co set up a joint venture with 
businessmen from Milan, Italy, to make man-made leather. Early last July, the 
Ningbo Beverage Co was established, a 78 million yuan joint venture between 
the China International Trust Investment Company and the BSN group of France, 
among others. The largest joint venture in Zhejiang Province, the project can 
produce 50,000 tons of beer and 20,000 tons of malt annually when completed. 
It was preceded by detailed feasibility studies and is expected to do well. 


Joint ventures still being negotiated with foreign businessmen include those 
in canning and iron and steel, while a number of import contracts are being 
carried out as scheduled. We believe that through external economic and 
technical cooperation, Ningbo will rapidly increase its economic prowess. 


12581 
CSO: 4006/913 
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ECONOMIC DEVELOPMENT ZONES 


SHANGHAI PAPER NOTES ECONOMIC ADVANTAGES OF CITIES VERSUS ZONES 
HK110205 Beijing CHINA DAILY in English 11 Aug 85 p 4 


/Text/ WORLD ECONOMIC HERALD recently published an article arguing it was 
unwise to develop new economic zones on a large scale while old cities had a 
more favourable environment for foreign investment. It was written by Xia 
Xiaoxun from China's Economic Structural Reform Institute. 


The most worrying problem with some zones, Xia believes, is that they do not 
introduce advanced technology and that high-value products are rarely produced. 
Since it is hard to break into international markets, they often have to sell 
them in China. So they turn out import-oriented rather than export-oriented 
products as was originally intended. 


Another problem is that they lack necessary funds and capital, as foreign 
capital largely goes to traditionally industrial cities where conditions for 
investment are better. A huge investment may last for many years and needs 
economic instability otherwise great losses can occur. 


According to Xia, the difficulties have much to do with the separation of new 
zones from old business centres. "Investment environment" is a comprehensive 
concept, including factors such as natural resources, skilled manpower, technical 
and business background. Market conditions and political services. It depends 
largely on economic construction over a long period of time. It is wrong to 
think that a zone can be set up in a desert. 


The reason that coastal cities tend to attract more foreign funds is that they 
are already progressive economic centres. Isolating new areas from old cities 
cuts off favourable economic ties, reducing foreign interest. 


One of the aims of establishing joint ventures in coastal cities is to learn 
from the advanced experience of other countries in management and technology, 
and let them play an exemplary role in domestic business. Separation by geo- 
graphy hinders the process of spreading that experience to the inland areas of 
China, Xia said. 


Separation of the newly-established zones prevents enterprises with foreign 
involvement from using raw materials and spare parts produced in the rest of 
China, hence reducing their effect in encouraging domestic industry. Moreover, 
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The rise in cost weakens the competitive capacity of products in the world market, 
whereas selling them in China intensifies the imbalance of foreign exchange. 


China should base its construction on actual conditions and avoid the “unitary" 
aspects of zones. Instead of building up a small investment environment, they 
should reform the big investment environment of old cities. Efforts should be 
made to exploit their advantages. 


Generally speaking, the scale of the zones should be reduced. The new areas 


with favourable conditions should be given proper attention, Xia said, while 
the development of those with less favourable conditions should be controlled. 


CSO: 4020/364 
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BRIEFS 


FOREIGN CAPITAL IN FUZHOU--Fuzhou has achieved further progress in its drive 
to attract foreign capital during the first half of this year. As of late 
June, approval has been granted and contracts signed for 43 joint ventures and 
cooperative enterprises involving foreign and Chinese capital. They represent 
a total of $22.49 million in foreign investments, an increase of 63.5 percent 
over the entire year 1984. Of the 43 projects, 32 are joint ventures and 11 
are cooperative enterprises, accounting for $19.6 million and $2.80 million in 
foreign investments, respectively. A multitude of projects, substantial 
investments, and a large number of enterprises opening for business--such have 
been the main features of Fuzhou's utilization of foreign capital in the first 
half of 1985. The largest project initialled is the Fuzhou (Xi-la-qiu-zi) 
International Economic Activities Center, a $59-million joint venture between 
the Fuzhou Real Estate Development General Co and(Xi-la-qiu-zi [6932 2139 8002 
5417])Imperial Trading Co of the United States. In the first half of this 
year, 16 pieces of imported machinery with a total price tag of $3.57 million 
were put into service in Fuzhou. Eight imported production lines representing 
a total investment of $2.35 million also went into operation in the eight 
counties where Fuzhou is located, namely, Fuzing, Changle, Lianjiang, Pingtan, 
Yongchun, Luoyuan, Minhou and Minging. A couple of years ago, the emphasis of 
Fuzhou's foreign capital drive was on industry, tourism and service trades. 
While the city continues to stress the import of modern production lines, 
plants and technical software which can help transform its technological 
basis, it is also gradually diversifying into such areas as real estate, 
marine culture and improved agricultural varieties. [Text] [Beijing GUOJI 
SHANGBAO in Chinese 8 Aug 85 p 2] 12581 
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ECONOMIC PLANNING 


JINGJI RIBAO ON 5-YEAR PLAN TARGETS 
OWO090812 Beijing XINHUA in English 0735 GMT 9 Sep 85 


[Text] Beijing, September 9 (XINHUA)--China's 1985 national revue target was 
reached last year, ECCNOMIC DAILY reports today, citing figures from the State 
Statistical Bureau. 


The growth rate this year is expected to be 13 percent for social gross product 
as well as industry and agriculture. 


"The prospects for the fulfillment of the plan are quite bright, said the 
paper, quoting the bureau. The daily said the annual growth rate for agri- 
culture and industrial output value in the 5-year plan period is expected to 
be at 10.2 and 11 percent, respectively, both 4 percent higher than the 
targets. 


Output and variety of the light industrial products, textiles and daily neces- 
sities grew considerably as China began to reform its industrial product mix 
under the plan. 


The investment in technical renovations is to come to 140.6 billion yuan, 
around 8 percent more than planned. 


In the first 4 years of the plan, 430 million square meters of urban housing 
and 2.5 billion square meters of rural houses had been completed, both out- 
stripping the planned targets. 


The paper said that the scale of investment in capital construction for state- 
owned enterprises in the 5-year plan period would total 331.6 billion yuan, 
44.2 percent more than the plan. 


The growth of commodity production is still lagging behind purchasing power 
and the transportation facilities are strained. 


CSO: 4020/2 
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ECONOMIC PLANNING 


"SPARKLING PLAN' TO SPUR RURAL ECONOMY 
0W141755 Beijing XINHUA in English 1628 GMT 14 Sep 85 


[Text] Beijing, September 14 (XINHUA)--China's rural economy will receive 
fresh impetus from a State Science and Technology Commission plan being made 
to develop practical technology suited to its needs. 


The "Sparkling Plan" idea, already approved by the State Council, covers 24 
major fields including development of mountainous areas, aquatic production, 
livestock farming, animal husbandry and processing of farm and sideline 
produce. 


Demonstration centers for the use of the new technologies have been planned, 
and are expected to help spread them, according to a commission spokesman 
today. 


While concentrating on projects of key importance to the national economy, 
such as those in energy and transport, the government has decided to step up 
efforts to develop items of practical technology for producing goods badly 
needed on the domestic and foreign markets. 


The "Sparkling Plan" stratagem has been described as a "realistic undertaking 
with long-term significance" by State Council leaders, the spokesman said. 


The commission has proposed a new method in allocating funds. The local govern- 


ment and enterprise undertaking a project should each provide one-third of the 
fund before the state allocates the other third. 


If successful, the state will recover the investment by installments. 
Otherwise, all the three sides will share the losses. 


The spokesman expressed optimism over the success of the plan, noting that the 


countryside now has 100 billion yuan of funds and 10 million senior middle 
school graduates at its disposal. 


CSO: 4020/2 
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AGGREGATE ECONOMIC DATA 


STATISTICAL BUREAU RELEASES ECONOMIC REPORT 
0W140750 Beijing XINHUA in English 0736 GMT 14 Sep 85 


[Text] Beijing, September 14 (XINHUA)--China's economic development has 
shifted from one-sided seeking of growth rate to improving economic results, 
according to a report released by the State Statistical Bureau. This is one 
of the major achievements during the Sixth 5-Year Plan period beginning in 
1981, the bureau spokesman said. 


The improved economic results are shown in the following aspects: 


--Increased labor productivity. The national income created per laborer rose 
from 894 yuan in 1980 to 1,119 yuan in 1984, an average annual increase of 
5.8 percent, exceeding the annual average of 3.4 percent in the 26 years 
between 1953 and 1978. 


Labor productivity in industry increased by 3.9 percent annually and in agri- 
culture, 11.4 percent in the 4 years between 1980 and 1984. 


--More accumulation funds. The national income added by accumulation funds 
per 100 yuan averaged 35.6 yuan in the first 4 years (1981-1984) of the 
Sixth 5-Year Plan period, 15.3 yuan more than the average for the previous 
26 years before 1978. Calculated according to productive accumulation, the 
4-year average was 68.8 yuan, 41.4 yuan more than the previous 26-year 
average. 


--Lowered energy consumption. A total of 137 million tons of energy was 
saved in the first 4 years of the period in terms of standard coal, about 
97 percent of the additional energy produced in this period. 


The energy used to create every 10,000 yuan of national income was reduced 
from 16.3 tons in 1980 to 13.5 tons in 1984. This means an additional 22 
billion yuan in national income every year. 


--Turnover time of working capital was accelerated. The amount of working 
capital for every 100 yuan of output value created by state industrial enter- 
prises practising independent accounting was reduced from 30.1 yuan in 1980 
to 27.4 yuan in 1984. Working capital turned over 3.18 times in 1980, but 
3.59 times in 1984, 13.3 days less. This means the amount of working capital 
held up each year fell by 3.4 billion yuan. 
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--More state revenue. The declining trend in state revenue was checked and 
there is a yearly increase. It is expected to reach 160 billion yuan by the 
end of this year, 11.9 percent more than in 1984, 


But quality of some products deteriorated and production costs and material 
consumption rose, the report says. The return on investment in some projects 
has not improved much. These problems remain to be solved, the report says. 


The report urges all sectors of the economy to tap their potential and concen- 
trate on updating technology, continue to improve management and economic 
administrative rules, regulations and laws, strictly control investment in 
fixed assets so as to keep a balance on the growth of major sectors of the 
national economy. 


From a long-term point of view, the report says, the most important question 
is to raise the competency of the workers and management personnel. 


cso: 4020/2 
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BRIEFS 


INDUSTRIAL PRODUCTS PLAN FULFILLED--Beijing, September 13 (XINHUA)--China 
fulfilled 1985 production plan for television sets, tape recorders and four 
other industrial products by the end of August, according to the State Statis- 
tical Bureau. The country produced over 10 million television sets during the 
first 8 months, roughly two-thirds more than in the same period of last year. 
The output of color television sets increased by 2.4 times. The number of tape 
recorders was double the same period last year, the bureau reported. Nearly 
600,000 small tractors were produced, an increase of about one-third. The 
output of internal-combustion engines increased by half, according to the 
bureau. China has stepped up the production of numerically controlled 
machines and microcomputers. The production of numerically controlled 
machines exceeded the 1985 quota by 85.5 percent. The output of microcomputers 
was 2.7 times more than for the same period of 1984, it said. [Text] [Beijing 
XINHUA in English 0722 GMT 13 Sep 85] 


cso: 4020/1 
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ECONOMIC MANAGEMENT 


GUANGDONG CONFERENCE ON RURAL MANAGEMENT, OPERATION 
HK200627 Guangshou Guangdong Provincial Service in Mandarin 0400 GMT 19 Sep 85 


[Text] The provincial conference on rural management and business operations, 
which is being held in Panyu County, convened a plenary meeting yesterday 
afternoon. Guo Rongchang, deputy secretary of the provincial CPC committee, 
delivered a summation speech at the conference. 


The meeting demanded that all areas strengthen their leadership, and take 
effective measures to reform the rural management and operating system so as 
to meet the needs of the new situation of developing commodity economy in 
rural areas. 


The meeting held that reforming the rural management and operation system 
entails switching it into the orbit of serving rural commodity production. 
To be more specific, it is necessary to fulfill the following four tasks: 


1. Giving guidance to various rural cooperative organizations and individual 
peasant households on business operations. 


2. Carrying out in-depth and meticulous organizational work to insure the 
building of rural grassroots organizations and various cooperative economic 
organizations. 


3. Firmly grasping land control, contract control and financial control. 


4. Establishing business management and operation service systems to provide 
social and systematic services to rural commodity production. 


CSO: 4006/9 
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RESPONSIBILITY SYSTEM BENEFITS BEIJING COMPANY 
OW190746 Beijing XINHUA in English 0654 GMT 19 Sep 85 


[Text] Beijing, September 19 (XINHUA)--Greater economic independence given 
to industrial enterprises since 1979 has paid off in steadily improving eco- 
nomic efficiency and increasing state revenue and workers’ income, according 
to an official of the Beijing Capital Iron and Steei Company. 


In the 6 years between 1979 and 1984, 2.53 billion yuan in profits and taxes 
from the company had gone into the state coffers. The company's profits 
increased at an average annual rate of 20 percent and the same figure was 
chalked up in the first 8 months of this year, the official said. 


The wages of workers and staff went up 71 percent over the 6-year period. 


The company was one of the few major industrial enterprises designated by the 
central authorities to try out the contract system. All other enterprises in 
China are now practising a new system of paying the state taxes instead of 
delivering profits. 


The new system allows the company to retain part of its profits for its own 
use after turning over to the state an amount that is required to increase 
at an annual rate of 7.2 percent on the basis of the 1981 profit figure of 
270 million yuan. 


During the 6 years, the company used 60 percent of its own funds to update its 
technology and equipment, and a further 20 percent went to improving fringe 
benefits while the rest was distributed to the company's staff as bonuses. 


From 1979 to 1984, ° ipany allocated nearly 10 million yuan of its retained 
profits for buildin, ,»400 square meters of housing. 


Key production as well as main administrative processes are computer controlled. 
The company now has 314 computers in operation. 


Six years ago, the company had to hand over all its profits to the state and 


fight through redtape to get money for technical upgrading and buying new 
machines. Often their requests were turned down. 


CSO: 4020/5 
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FINANCE AND BANKING 


OFFICIAL SAYS FINANCIAL SITUATION IMPROVED 

OW140742 Beijing XINHUA in English 0733 GMT 14 Sep 85 

[Text] Beijing, September 14 (XINHUA)--China has kept an approximate balance 
between revenue and expenditure for 4 years in a row, according to a senior 
official of the Ministry of Finance. 

The deficit is dwindling in the Sixth 5-Year Plan period (1981-1985), he added. 


In the first 8 months of this year, revenue was 21.8 percent more than for the 
same period of 1984. China met the revenue target of the 5-year plan in 1984. 


Between 1982 and 1984, revenue increased at an average annual rate of 14 
percent. 


During the previous 3 years, revenue fell each year because the country allo- 
cated a great amount of money to solve the problems left over by the tumultu- 
ous 10-year “Cultural Revolution." 


With the improved situation over the past years, China has increased investment 
in energy, transport and education. 


Investment in education grew at an annual rate of 14.5 percent between 1979 
and 1984, higher than the national average of 5.7 percent. 


At present, the official said, economic efficiency is still low and state 
subsidies are large. 


CSO: 4020/3 
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FINANCE AND BANKING 


STATISTICAL BUREAU PREDICTS NATIONAL INCOME INCREASE 
OW150311 Beijing XINHUA in English 0257 GMT 15 Sep 85 


[Text] Beijing, September 15 (XINHUA)--China's national income this year is 
expected to reach 670 billion yuan, the State Statistical Bureau predicted. 


Over the past 4 years. national income increased at an average annual rate of 
about 10 percent, averaging 60 billion yuan a year. This is the fastest growth 
rate in all 5-year plan periods, the bureau said. In the first 4 years of the 
Sixth 5-Year Plan period (1981-85), agricultural output value grew at an aver- 
age annual rate of 11 percent and industrial output value, 9 percent. 


In the national income, the share from agriculture rose from 35.4 percent in 
1978 to 44.3 percent in 1984 while that from heavy industry dropped from 28.8 
percent to 24.1 percent. 


The fast growth of national income indicates improvement in economic results, 
an official of the State Statistical Bureau said. 


While the average growth rate of the gross social products and that of the 
total industrial and agricultural output value in the Sixth 5-Year period are 
2.6 and 2.4 percent faster, respectively, than those in the previous five 
5-year plan periods, the growth rate of the national income is 3.7 percent 
faster. Per capita national income rose from 376 yuan in 1980 to 548 yuan 

in 1984, an average annual growth of 7.9 percent, based on comparable 

prices, far exceeding the average rate of 3.9 percent in the 26 years before 


1978. 


The State Statistical Bureau said that the per capita consumption level may 
reach 386 yuan this year, according to the current prices, 70 percent more 
than in 1980. After deducting the price rise factor, the real consumption 
level increases 44.1 percent. 


cso: 4020/3 
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STATISTICAL BUREAU SAYS AVAILABLE INCOME UP 
0W141235 Beijing XINHUA in English 1230 GMT 14 Sep 85 


[Text] Beijing, September 14 (XINHUA)--The per capita income available for 
living expenses for Chinese city workers’ families has increased year after 
year during China's Sixth 5-Year Plan period ending 1985. 


It is expected to reach 820 yuan this year, an increase of 34.9 and 86.8 
percent over 1984 and 1980, respectively. This will be an average annual 
increase of 13.3 percent. With price rises excluded, the figure is 9.3 
percent, according to a sample survey carried out by the State Statistical 
Bureau. 


With the continuous income rises, Chinese workers’ families have changed 
their consumption patterns in some ways. 


The survey showed that 19.5 percent of the families’ food budget went to 
grain expenses last year, compared to 40 percent in the 1950's and 1960's. 


Clothes expenses per capita last year were 86.88 yuan, an increase of 28.6 
percent over 1981. 


Durable goods purchases for city workers' families have shifted from 
watches, bicycles, sewing machines and radio sets to television sets, elec- 
tric fans, washing machines, tape recorders, refrigerators and cameras. 


The per capita amount of living space averaged 6.32 square meters at the end 
of last year, a 27.4 percent increase over the end of 1980. 


CSO: 4020/3 
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GUANGXI AUDITORS UNCOVER ACCOUNTING ERRORS 
OW181726 Beijing XINHUA in English 1629 GMT 18 Sep 85 
[XINHUA headline: “Auditors Uncover Big Accounting Errors"] 


[Text] Nanning, September 18 (XINHUA)--Auditing offices in the Guangxi 
Zhuang Autonomous Region in southern China have discovered accounting 
errors totaling 70 million yuan this year, it was disclosed here today. 


Tan Lixun, director of the Regional Auditing Bureau, told a press conference 
that so far about 1.7 million yuan of the 70 million yuan had been recovered 
from enterprises found to be at fault. The auditing offices are working to 
recover the rest. 


Guangxi's 97 auditing offices, established since China revived auditing in 
1983, are playing a vital role in business management, promoting economic 
reforms, tightening financial regulations and achieving better economic 
returns, said Tan. 


Nanning's Auditing Bureau had examined five big firms with large profits or 
losses, and had clamped down on unjustified bonus handouts and corrected 
accounting errors. These firms were now showing healthier economic results. 


Beihai City auditors had paid special attention to protecting foreign- 
funded projects. The city had signed 32 joint-venture schemes with foreign 
firms. 


The State Council recently issued a provisional regulation for auditing 


throughout China, clarifying the power and responsibility of the auditing 
offices. 


CsO: 4020/3 
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HEBEI TAX COLLECTION PROCEDURES REVIEWED 
Beijing ZHONGGUO SHUIWU [CHINA'S TAXES] in Chinese No 7, 12 Jul 85 pp 6-10 


[Article by the Hebei Provincial Tax Bureau: "Main Procedures for Carrying Out 
Our Tax Work"] 


[Text] In order to create a new situation in Hebei's tax work, tax organs at 
all levels in Hebei Province, guided by the directives of the provincial CPC 
committee and government and assisted by the departments concerned, mainly 
concentrated on the following five tasks in the past 3 years: 


1. Carry Out Tax Propaganda and Promote the Idea of Paying Taxes 


In accordance with the arrangements of the provincial CPC committee and 
government, we concentrated energy and time on carrying out several extensive 
tax propaganda activities throughout the province. In September 1983, we 
carried out the tax propaganda month activity and, in light of the 
propaganda, extensively readjusted tax quotas for individually-owned 
industrial and commercial units in urban and rural areas. We also 
emphatically investigated tax evasion in rural areas. In 1983, Hebei's 
scattered tax revenue increased sharply from the previous year's 40 million 
yuan to 150 million yuan. In 1984, we carried out three propaganda activities 
on a fairly large scale. The first time was in June. Through relaying and 
studying Comrade Gao Yang's speech, entitled "On How To Overcome the One-Sided 
Viewpoint of 'Benevolent Government' and Strengthen Tax Work," we helped 
leading cadres at all levels adopt a better understanding of taxation. The 
second time was in July. Through relaying the comments of leading comrades of 
the CPC Central Committee and the State Council on Comrade Gao Yang's speech, 
we conducted thorough propaganda among the broad masses of people on the 
position and functions of taxes in the four modernizations, advocated that 
paying taxes according to law is a citizen's duty and promoted the idea of 
paying taxes among taxpayers. The third time was in September. Through 
publicizing concrete tax policies, we helped the people adopt a better 
understanding of the paramount significance of the second-step tax-for-profit 
reform and the industrial and commercial tax reform so as to eliminate 
ideological obstacles for comprehensively implementing tax-for-profit and 
industrial and commercial tax reforms. 
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We conducted propaganda activities mainly in the following ways: Convening 
meetings at each level for leaders to explain and publicize taxation in 
person; organizing propaganda teams to conduct door-to-door propaganda in 
enterprises and rural areas; and using newspapers and periodicals, 
broadcasting stations, wire broadcasting, theatrical performance, tax policy 
consulting service centers, blackboard newspapers, propaganda cars, and 
notices to conduct propaganda. According to statistics, 48 secretaries of 
prefectural and city party committees, commissioners and mayors, and 1,380 
leading comrades of county party committees, governments, people's congresses 
and CPPCC committees personally participated in the above three propaganda 
activities. Some 850,000 people at all levels participated in the activities, 
1.83 million copies of various propaganda materials were printed and 
distributed, 4,625 vehicles were used, and 1,034 tax policy consulting 
centers were established. The Linxi County Tax Bureau set up six tax 
propaganda stations in major market places and vital communications lines to 
answer peasants’ tax questions and render tax policy consulting service. They 
compiled and printed rural tax policies into brochures and distributed over 
30,000 copies. They also convened symposiums in three towns, 13 townships and 
35 major commodity production villages to help people study tax policies. The 
Gaocheng County Tax Bureau closely cooperated with the county cultural bureau 
in mobilizing county and township cultural centers to write dramas, chorus, 
rhythmic comic monologues and other favorite theatrical performances of the 
masses to advocate taxation. "Shuang Ren Xu," a Pingju opera written by them 
to sing the praises of cadres in charge of tax work was made into a television 
show and selected as an outstanding program at the provincial theatrical 
festival. 


Through extensive and thorough propaganda on taxation, we have scored notable 
achievements: 


First, many responsible cadres at prefectural, city, county and township 
levels have clarified many confused ideas about taxation, adopted a new 
understanding of the nature, position and functions of socialist taxation, 
enhanced the concepts of legal system and the overall point of view and 
changed from criticizing tax departments in the past to supporting tax work. 
Some comrades in the "five major bodies" of Wuji County once were confused 
about the relationship between developing commodity production and 
strengthening tax work. They thought the two contradicted each other. They 
thought, to develop commodity production, taxation had to step aside. In 
order to unify their thinking, the county CPC committee held a meeting of the 
"five major bodies" to guide them in studying and discussing Comrade Gao 
Yang's speech on tax work. This helped them clarify their confusions and 
understand that developing commodity production was consistent with 
strengthening tax work. They understood that they ought to pay more taxes to 
the state when their production increases, that state taxes are taken from the 
people and are also used in their interests and that paying more taxes means 
having more support in the development of production. They agreed that it was 
necessary to firmly support rural commodity production and improve tax work. 
Yan Xinhua [7051 2450 5478], secretary of the Benzhai Township CPC Committee 
in Xian County, used to think rural taxes were "heavy" and affected the 
development of commodity production. Because of this, he wrote a letter to 
the secretary of the prefectural CPC committee, criticizing tax departments 
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for refusing to "unleash them" and hindering reforms. In June 1984, this 
township only paid 626 yuan out of its 5,000-yuan tax quota. After studying 
Comrade Gao Yang's speech, he deepened his understanding, examined his one- 
sided viewpoint of "benevolent government" and changed his attitude from 
criticizing to vigorously supporting tax work. In July 1984, this township was 
supposed to pay 4,000 yuan taxes; in fact, it paid 5,300 yuan that month. 


Second, the broad masses of taxpayers have become more aware of their duty to 
pay taxes according to law. Through propaganda, many taxpayers have realized 
that paying taxes to the state to support state construction is every 
citizen's duty. Many tax evading units have scrambled to see tax cadres to 
ask about policies, present their account books and deliver tax payments. In 
July 1984, 20 rural and small town enterprises in Beilizhuang Township of 
Handan County paid 330,000 yuan of delinquent taxes alone one the day Comrade 
Gao Yang's speech was relayed. After hearing Comrade Gao Yang's speech, Zhang 
Chunhua [1728 2504 5478], a peasant and a tax-evading wool dealer in 
Dashizhuang of Linxi County, said emotionally: "What Secretary Gao Yang said 
was very correct and very true. Without the policies adopted since the 3d 
Plenum of 11th CPC Central Committee to help people become rich, I would not 
have been rich even if I had more skills. We must not get so involved in 
getting rich ourselves and forget about the state's four modernizations." 
Following these remarks, he took out 1,777 yuan and paid off his delinquent 
taxes. In September 1984 during the tax propaganda month activities, over 
45,800 rural and small town enterprises and individually-owned businesses in 
the province voluntarily paid off 5.3 million yuan of delinquent taxes; 
another 13,700 individually-owned businesses voluntarily requested higher tax 
rates. Liu Jixian [0491 4949 0341], a specialized household in Xincheng No 2 
village of Zunhua County, used to evade taxes using all kinds of excuses after 
he contracted a mining equipment plant in his village. After the propaganda 
and educational activities, he voluntarily urged accountants to settle 
accounts and paid off 10,460 yuan of delinquent taxes. After hearing tax 
propaganda, Liu Baoshen [0491 1405 3947], a specialized household in Qianjin 
Village of Pingxiang County, voluntarily organized 150 individually-owned 
business units to form a taxpaying group, formulated, with the assistance of 
cadres in charge tax work, "rules for paying taxes according to laws," urged 
every member of the group to act according to these rules and pay taxes 
according to laws, and ensured that no one ever evade taxes or be in arrears 
in taxes payments. 


Third, the broad masses of cadres in charge of tax work have increased their 
enthusiasm for doing a good job in tax collection. After Comrade Gao Yang 
delivered his speech on "Overcoming the One-Sided Viewpoint of 'Benevolent 
Government,' " the broad masses of cadres in charge of tax work were greatly 
encouraged; some were moved to tears. They said this speech brought into the 
open what tax cadres really want to say, bolstered and picked up their 
spirits, clarified their guiding ideology and made them feel assured, vigorous 
and energetic. Li Wenchao [2621 2429 6389], chief of the Guangzhong County 
Tax Bureau, used to think that tax work was very difficult and drew too much 
criticism; therefore, he requested several times that he be transfered out of 
the tax sector. After studying Comrade Gao Yang's speech, he felt at ease 
about his work and decided to work hard and bear all criticism so as to doa 
good job in tax work. In Xiaoluzhai Township of Julu County, many people 
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selling the fruits of Chinese wolfberry evaded taxes, but some tax cadres were 
too afraid to collect them. After studying Comrade Gao Yang's speech, Pan 
Chenliang [3382 5256 0081], director of the Xiaoluzhai Township Tax Office, 
said: "Hearing the speech is like taking shungqiwan, the medicine that gives us 
energy and courage." He voluntarily led the comrades of his office in 
conducting door-to-door investigation and uncovered 4,800 yuan in tax evasion 
in only 6 days. 


Fourth, the departments concerned have vigorously supported tax work. The 
provincial public security and procuratorial organs, people's courts, people's 
banks, industrial and commercial bureau and communications department have 
issued circulars urging subordinate units to support tax work. The press, 
including newspapers, radio stations and wired-broadcasting stations have 
vigorously cooperated with tax departments in carrying out propaganda and 
supporting tax work. With the close assistance of post and telecommunications 
offices, credit cooperatives and bank offices, the Pangjiazuo Township Tax 
Office of Gaoyang County investigated the current accounts of 13 households 
specializing in plastic products in Xiangliankou Village and found out that 
they evaded 12,000 yuan in taxes. In light of the actual conditions, the 
tax office raised their monthly tax quota from the original 3,600 yuan to 
16,500 yuan. Public security and judicial departments in many areas have 
promptly handled cases of refusing to pay taxes, verbal abuse, and beating and 
attacking tax cadres, thereby effectively supporting tax cadres in executing 
their duties according to laws and eliminating obstacles for the smooth 
progress of tax work. 


2. Vigorously Support Commodity Production and Open Up New Sources of Taxes 


In the past, the broad masses of tax cadres in Hebei Province fully used their 
wide connections and acted as go-betweens to help establish links between 
different units and gained some successes in supporting commodity production. 
Later, due to the influence of "leftist" ideas, some tax cadres mistakenly 
believed that "supporting, helping and promoting" were “ignoring their proper 
duties" and "emphasizing service to the neglect of supervision." As a result, 
there was a tendency to pay attention only to tax collection and ignore 
production such that relations between the tax-paying and collecting sides 
were fairly tense. This was not resolved until Central Committee Document No 1 
was implemented in early 1984. In May 1984 while carrying out investigations 
and studies in Baoding Prefecture, Comrade Gao Yang affirmed the 
"two,five,one" experience (namely, each tax cadre helps establish two rural 
and small town enterprises, does five good deeds for enterprises, and collects 
1,000 yuan more in taxes every year) gained by Baoding Prefecture in 
vigorously supporting commodity production. Comrade Gao Yang also emphasized 
the need for tax departments to support production development and improve 
their relations with taxpayers. In accordance with the directives of the 
leading comrades of the provincial CPC committee, we convened two meetings to 
review and spread the experience of Baoding Prefecture in supporting commodity 
production and urge tax departments at all levels to consider supporting 
production and developing tax resources as a major task, concentrate their 
energies on invigorating the economy, gear their service to production and 
correctly handle the relationship between supervision and service. We urged 
them to strive to serve production, accelerate production development and 
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continously expand tax resources while strengthening tax collection and 
control and conscientiously implementing tax policies. All tax departments 
have conscientiously studied and publicized the "two, five, one" experience of 
Baoding Prefecture, voluntarily helped enterprises transmit economic 
information, assisted enterprises in formulating business policies, 
strengthening economic accounting and solving financial problems, and 
accelerated the development of the commodity economy in urban and rural areas. 
In 1985, the Qing County Tax Bureau helped establish and restore 258 
collectively-owned rural and small town enterprises, established 156 new 
economic associations, and increased enterprise income by 1.45 million yuan 
and taxes by 250,000 yuan. In the same year, the Pingquan County Tax Bureau 
helped the county winery improve its economic accounting, reward and 
punishment systems, reduce cost of production, improve economic results and 
increase output value by 1.8 million yuan and tax payment and profit delivery 
by 1 million yuan. In early 1984, after overcoming anxieties over potential 
difficulties and the thinking that supporting production was "ignoring one's 
proper duties," the Caodongzhuang Tax Office of Funing County vigorously 
helped townships and villages establish 15 new enterprises. In the same year, 
these enterprises earned 950,000 yuan of net income and paid 750,000 yuan of 
taxes, an increase of 78.3 percent from the previous year. The masses praise 
it as "the home of rural and small town enterprises." In 1984, tax 
departments of Hebei Province helped develop over 16,800 enterprises, solve 
over 34,000 production, supply and marketing problems, provide over 10.7 
million yuan of circulating funds for production, provide over 13,600 pieces 
of economic information, and increase output value by 238 million yuan and tax 
revenue by 24 million yuan, 


3. Strengthen Tax Collection and Control and Stop Tax Loopholes 


In accordance with the directives of the provincial CPC committee and 
government, tax departments at all levels began in 1982 to pay special 
attention to tax collection and control. The provincial tax bureau formulated 
"Hebei Province Tax Collection and Control Procedures," "Procedures for the 
Control of Standard Receipts in Hebei Province," and "Hebei Province Tax 
Control Procedures for Fairs and Markets," and gradually enabled tax 
collection and control to get on the right track. In concrete practice, we 
focused on the following few aspects: 


First, we paid great attention to the tax collection and control of state and 
collective enterprises. Along with the promotion of the tax-for-profit 
reform, the enterprise "big pot" system has been smashed. In order to retain 
more profits some enterprises, instead of trying in every possible way to tap 
their potential and increase economic results, used improper means to evade 
taxes. To plug loopholes, we adopted the following three measures: 


(1) Publicized the experience of Langfang City in hiring people to handle 
taxes. At present, 83,571 people have been hired to handle taxes for 79,977 
enterprises in Hebei Province. We have clearly defined duties, established 
the personal responsibility system, sponsored training classes on a regular 
basis, explained policies, taught methods, set demands and established a semi- 
annual evaluation and annual commendation system, thereby arousing the 
enthusiasm of people hired to handle taxes for paying taxes according to laws. 
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After he was hired to handle taxes, Dai Lizeng [2071 2980 1073], financial 
director of the fuel company of the Langfang Prefectural Supplies Bureau, 
voluntarily conducted an inspection of taxes and discovered that his unit did 
not draw a clear line between wholesale and retail sales of coal. He spent 6 
days sorting and counting over 40,000 bills and receipts and voluntarily paid 
an additional 4,800 yuan of taxes. For another example, the No 825 clothing 
factory suffered from a shortage of funds, and its director wanted to put off 
paying taxes. But Comrade Zhang Long [1728 7893], who was hired to do taxes, 
patiently explained to his factory director, convinced his leader to raise 
funds and delivered 7,860 yuan of due taxes to the state on time. 


(2) Assign people to stations in large and medium-sized enterprises. Hebei 
Province has 649 enterprises which each pay over 500,000 yuan of taxes a year. 
Last year, they paid a total of 2.36 billion yuan, accounting for 58 percent 
of Hebei's revenue. Proper management of these major enterprises can guarantee 
success in fulfilling tax collection tasks. We have assigned 75 people to 
Stations in 54 enterprises. The tax group stationed in the Zhangjiakou City 
Cigarette Plant has helped the enterprise establish and perfect its financial 
System, strengthen cost accounting, provide market information, readjust 
product mix, open market channels, and increase its output and its tax payment 
and profit delivery to the state every year. In 1984, this plant delivered to 
the state 121 million yuan, an 8.7-percent increase over 1982. 


(3) Establish tax supervision groups in larger cities. Such groups are formed 
by senior tax cadres and senior enterprise financial and accounting personnel 
who have retired to the second and third line. They will conduct. regular tax 
inspections in enterprises and supervise and check on personnel specially 
assigned to do taxes, in the implementation of policies and tax collection and 
control. At present, five prefectures and cities have formed supervision 
groups. Through conducting thorough investigations and studies of enterprises 
and through squaring accounts, the Shijiazhuang City Tax Bureau, which formed 
supervision groups in January 1985, discovered over 300,000 yuan of tax 
evasion in just 1 month. 


Second, we have paid considerable attention to the collection and control of 
scattered taxes. Hebei Province now has 720,000 individually-owned industrial 
and commercial units, 1.35 million employees and over 2,300 fairs and markets. 
There is also a large population of temporary peddlers who cover a wide range 
of services and are constantly on the move. These individually-owned 
businesses and temporary peddlers have created great difficulties for tax 
collection and control and caused relatively serious tax evasion problems. In 
order to implement several provincial CPC committee and government directives 
on exercising strict control of scattered tax resources and plugging 
loopholes, tax departments at all levels adopted the following measures: 
establish the tax registration system to keep track of operational changes; 
establish accounts for individually-owned industrial and commercial units and 
integrated bodies to do a good job in verified collection; exercise control of 
individually-owned tranport and livestock trading businesses in accordance 
with the classification of industries; doa good job in investigating and 
keeping track of the "three amounts and four rates" (the amounts of funds, 
business, and income, and the rates of capital turnover, gross profits, 
expenditures and net profits) of typical enterprises so as to promptly 
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readjust tax quotas; and establish and improve tax protection mass 
organizations. At present, 20 percent of major enterprises have perfected 
their accounts. In Huailai County, which has practiced verified collection 
since the beginning of 1985, 1,200, or 30.1 percent, of all individually-owned 
industrial and commercial units now pay taxes according to the accounts 
established for them under the verified collection system. Through verified 
collection, the tax revenue of Huailai County for the first quarter of this 
year increased 40 percent compared to the corresponding period last year. In 
the second half of 1983, after carrying out the investigation of "three 
amounts and four rates" in typical enterprises, we readjusted tax quotas for 
186,000 units and raised the average monthly tax payment from previous 8.31 
yuan to 19.51 yuan per unit. As of today, there are 41,966 tax protection 
mass organizations with 99,659 members in Hebei Province. Basically, there 
are tax protection groups in all townships and tax protection personnel in all 
villages, railway stations, wharfs and hotels. Tax departments at all levels 
have sponsored training classes for tax protection personnel on a regular 
basis and formulated reward and punishment systems to arouse their enthusiasm. 
The Wangliu Village tax protection group in Cuimiao Township of Fucheng County 
is responsible for collecting and controlling scattered taxes and the taxes of 
102 industrial and sideline production units in the village. This group has 
helped tax offices conduct vigorous propaganda on tax policies and educate 
taxpayers to fulfill taxpaying duties voluntarily. Last year, this village 
paid to the state 102,000 yuan in taxes, an increase of 78 percent over the 
previous year. Through these measures, we have strengthened the control of 
scattered taxes and increased Hebei's scattered tax revenue year after year. 
We collected 46 million yuan in 1982, 151 million yuan in 1983 and over 200 
million yuan in 1984, 


4, Conduct Tax Inspection and Strictly Enforce Tax Laws and Regulations 


In the past few years, we have vigorously carried out tax inspection using the 
method of combining regular with random, centralized with decentralized and 
general with specific inspections. In 1983, after the provincial financial and 
tax work conference, we conducted tax inspection in light of tax propaganda. 
We emphatically inspected rural scattered taxes, readjusted tax quotas for 
individually-owned business units, checked the number of temporary peddlers 
and investigated the tax evasion of transport, livestock trading and slaughter 
businesses. Through more than 2 months of investigation, we uncovered 56.33 
million yuan in tax evasion. In November 1984, in accordance with the unified 
arrangement of the provincial government, we adopted the method of combining 
self inspection with joint inspection and used 1 month to carry out 
inspections specifically in state-run enterprises and collectively-run urban 
enterprises. On the basis of extensively mobilizing enterprises to carry cut 
self inspection, we transferred over 13,000 tax cadres throughout the 
province to form 3,330 inspection groups. Over 92,000 enterprises were 
inspected. Of these, 48,499, or 52.7 percent, had problems. In some areas, 
over 70 percent of all enterprises inspected had problems. The inspection 
uncovered over 21.2 million yuan of tax evasion. After analyzing the problems 
uncovered in the inspection, we determined the pattern of tax evasion. 
Enterprises generally use the following seven means to evade taxes: ignoring 
registration when they open business, understating the scale of business when 
registrating, concealing sales income, arbitrarily apportioning costs and 














expenses, fabricating the number of educated youth, concealing taxable items, 
and intentionally producing fake accounts. These violations of tax laws and 
regulations have all been handled according to the seriousness of cases. In 
1984, the Tangshan City Tax Bureau collected 540,000 yuan of fine from 849 
enterprises and 83,000 yuan of overdue fines from 353 enterprises. In July 
1984, Zhao Enyin [6392 1869 0603], an individual businessman in Shengfang Town 
of Ba County, was found to have evaded over 6,000 yuan of taxes. He refused 
to pay. He went to tax organs several times to make trouble and threatened to 
kill himself. In addition to ordering him to pay his tax plus fines according 
to regulations, tax departments turned him over to judicial departments to be 
punished according to law. 


5. Strengthen Tax Agencies and Leading Bodies, and Improve the Quality of Tax 
Cadres 


In accordance with the decision of the provincial government, we have 
established and strengthened tax organs at all levels. Hebei Prcvince has 
built 82 new tax sub-bureaus in larger towns, county seats and city- 
administered districts, opened 836 additional tax offices in townships with 
better developed economy and more tax resources and assigned tax specialists 
to townships with fewer tax resources. In the past 2 years, we have also made 
continuous efforts to consoldiate leading bodies of tax departments and have 
readjusted their work. In 1984 alone, Hebei Province selected and assigned 
over 180 leading cadres to positions at and above the level of county tax 
bureaus and over 930 cadres to positions at and above the level of tax 
sections and offices. After consolidating the tax contingent, Hebei Province 
now has over 17,000 tax cadres and 5,200 tax assistants. Most of these people 
are new hands. Their political quality and vocational skills are relatively 
poor. To raise the level of this contingent, tax departments at all levels 
have conducted education on a regular basis among the broad masses of tax 
cadres in ideals, disciplines, tax policies and the observance of laws and 
disciplines. They have also consolidated the tax contingent in light of the 
movement to attack economic crimes and correct newly-emerging unhealthy 
tendencies. In September and October of 1984, under the unified arrangement, 
21 counties in Baoding Prefecture conducted rectification education among tax 
cadres and revealed 27 larger cases of violation. Tax cadres who had committed 
serious violation of laws and disciplines were severely punished. Four of 
them were removed from public offices and two expelled from the party. 


We have also conducted the movement to establish "civilized tax offices" on a 
provincial scale, urging cadres to abide by "ten prohibitions," namely: They 
are not allowed to lose temper with taxpayers, to beat or scold people, to 
cover up tax evasion for taxpayers, to levy taxes and fines or reduce and 
exempt taxes without authorization, to collect taxes without standard receipts 
or give out blank receipts, to borrow money, get things on credit or extort 
money or goods from tax payers, to accept gifts and bribes or party with 
taxpayers, to embezzle and misappropriate public funds, to use their positions 
to force taxpayers sell them commodities at lower prices, and to open their 
own businesses. While improving cadres’ political quality, we have paid great 
attention to their vocational training. In the past 3 years, the provincial 
tax bureau has trained over 400 cadres at and above the levels of county tax 
bureaus and prefectural tax sections and selected and sent 195 people to study 
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at financial and economic schools. Another 950 people from tax departments in 
Hebei Province have participated in the study programs provided by spare-time 
and correspondence schools as well as television stations, newspapers and 
periodicals. Using various methods and forms and based on the principle of 
studying whatever is needed and making up whatever is lacking, tax departments 
at all levels have sponsored short training courses and trained over 11,700 
incumbent cadres. Many localities have raised the vocational level of tax 
cadres by asking experienced cadres to bring along new ones, ensuring that the 
latter learn everything the former teach and conducting evaluations ona 
regular basis and general apyvraisals at the end of each year. Xingtai 
Prefecture wrote an outline for the review of tax work, organized cadres to 
study it, conducted tests on a regular basis and commended those who were 
advanced. In July 1984, they conducted a unified examination among all 
section chiefs and office directors in the prefecture. The average score 
reached 92. In order to increase work efficiency, tax departments at all 
levels have all established the personal responsibility system, combined 
responsibility, authority and interests and ensured that work is clearly 
divided among all people, that each person has specific duties and 
responsibilites, and that rewards and punishments are meted out appropriately, 
thereby arousing the enthusiam of the broad masses of tax cadres. 


In the past few years, under the leadership of the provincial CPC committee 
and government and the general tax bureau of the Ministry of Finance, Hebei's 
tax departments have done a great deal of work. However, there is still a 
fairly big gap between us and the demands of higher levels and neighboring 
provinces and municipalities. In order to do a better job in tax work, we 
plan to do the following in our next step: Continue to conduct in-depth tax 
propaganda, further strengthen tax collection and control, intensify the study 
of tax theory and policy and pay more attention to the ideological education 
and vocational training of cadres so as to suit tax work to the reform of 
economic structure and the demands of new economic developments, thereby 
making greater contributions to the four modernizations. 
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JPRS=CEA<-85-089 
9 October 1985 


FINANCE AND BANKING 


BRIEFS 


ANHUL HIGHWAY CONSTRUCTION BONDS--Hefei, September 19 (XINHUA)--Anhui is sell- 
ing bonds to collect the funds for the construction of two highways in this 
eastern Chinese province, an official of the local transportation department 
said here. One will link the province north to south, from Xuzhou to Tunxi-- 
a distance of 609 km; the other will start from Yeji, near neighboring Henan 
Province on the west, and end at Pukou on the northern bank of the Yangtze 
River facing Nanjing, a distance of 265 km. The construction will cost 1.5 
billion yuan and will be entirely supplied from nongovernment sources. The 
projects will be started during the next 5-year plan (1986 to 1990), and will 
be completed in 10 years. Anhui is an important energy, raw materials and 
agricultural products base for Shanghai. But the existing transportation 
system is far from adequate for the flourishing economy. [Text] [Beijing 
XINHUA in English 2002 GMT 19 Sep 85] 


CSO: 4020/3 
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JPRS+CEA+85-089 
9 October 1985 


MINERAL RESOURCES 


BRIEFS 


JILIN BENTONITE DEPOSIT--Changchun, 16 Sep (XINHUA)--China's largest bentonite 
deposit, with verified reserves of 63 million tons, has been discovered near 
Changchun, capital of Jilin Province in northeast China. Bentonite is a 
porous clay, produced by the decomposition of volcanic ash, that absorbs 
water and swells greatly as a result. It is used widely in deep sea drilling 
and the metallurgical, chemical, and food-processing industries. Located 
underneath the coal layer in the Shibeiling Coal Mine, the 100-meter thick 
bentonite deposit covers an area of more than 3 square kilometers, officials 
said. More than 200 tons of bentonite can te burned a day with present coal 
mining facilities. [Text] [Beijing XINHUA in English 0814 GMT 16 Sep OW] 


CSO: 4020/3 
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JPRS=CEA=85-=089 
9 October 1985 


INDUSTRY 


BAOSHAN IRON-STEEL COMPLEX TO GO INTO OPERATION 
OW151052 Beijing XINHUA in English 1042 GMT 15 Sep 85 


[Text] Shanghai, September 15 (XINHUA)--The iron, steel and blooming plants 
of the Baoshan Iron and Steel Complex, China's biggest, will go into production 
in the coming week. 


The three plants are among the four major ones of the first-phase construction 
of the complex. The seamless tube plant, the last project, will go into 
operation at the end of this year. The first-phase project is designed to 
turn out 3.12 million tons of steel each year. 


Construction of the giant project started December 23, 1978. With equipment 
imported from Japan, the 12 sq km iron and steel town has taken 7 years to 
build. 


To the west of the complex, there are two wharves which accommodate vessels 
shipping raw materials; the bigger wharf can accommodate two 100,000 dwt 
vessels with reduced load. The two portal unloading machines are able to 
unload 1,800 tons of ore an hour. There are also two wharves to handle 
vessels shipping the products and slugs. 


From the wharves, ore and coal are conveyed by belt to the sintering, coking 
and power plants, which have already gone into operation. 


The 113-meter-high blast furnace, comparable to a 35-story building, has a 
capacity of 4,063 cubic meters and is designed to produce 10,000 tons daily. 


Experts say this is the first blast furnace with a capacity of over 4,000 
cubic meters in China and the 25th in the world. 


The molten iron from the blast furnace will flow directly to the steel plant, 
where three converters each with a capacity of 300 cubic meters will be even- 
tually installed. At present, two are available. 


Steel ingots from the plant will then be transported to the blooming plant by 
rail. 


The seamless tube plant is designed to produce 500,000 tons, including 200,000 
tons for petroleum drilling. 
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In addition to the major plants, the complex has a power plant with two 350,000 
kW generating units, a water treatment plant, a machine repair plant, an energy 
center and a laboratory. 


Control facilities include 25 computers and more than 200 microprocessors. 


The complex has also installed 139 devices to control smoke, dust and noise and 
to recover exhaust heat and other waste. 


The complex also has plentiful trees, flowers and grass, covering 210 hectares. 


The second-phase construction is scheduled to complete in 1990. Then it will 
produce 6.5 million tons of iron and 6.7 million tons of steel each year. 


CSO: 4020/1 
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JPRS-CEA=85-089 
9 October 1985 


INDUSTRY 


BRIEFS 


RETAIL COMMODITY TRANSACTIONS DOUBLE--Beijing, September 15 (XINHUA)--The 
transactions of retail commodities this year are expected to double those 

of 1980, according to the State Statistical Bureau. Total purchasing volume 
of agricultural and sideline produce will reach 172 billion yuan, 120 percent 
more than that of 1980. Purchased grain in 1985 will be 110 percent more 
than in 1980, edible oil 96.3 percent, beef cattle 130 percent, mutton sheep 
69.6 percent, poultry 100 percent, eggs 81.1 percent, and cotton and tobacco 
100 percent. The commercial departments expect to purchase manufacturing 
goods worth 244 billion yuan this year, an increase of 55.7 percent over 
1980. Purchased woolen goods will increase 1.4 times, bicycles 1.3 times, 
wristwatches 1.9 times, electric fans eight times, washing machines 6.3 
times, refrigerators 16 times, TV sets 6.3 times and tape recorders 26.8 
times. Rationing of 70 kinds of goods in force 5 years ago have now been 
removed. [Text] [Beijing XINHUA in English 0702 GMT 15 Sep 85] 


BAOSHAN NO 1 FURNACE IGNITED--Shanghai, September 15 (XINHUA)--The No 1 blast 
furnace of the Baoshan Iron and Steel Complex near Shanghai was ignited today. 
The 4,063-cubic-meter furnace, imported from Japan, can produce 10,000 tons 
of pig iron a day, with production computerized, the furnace will be tapped 

at lunch time tomorrow. Construction of China's largest blast furnace started 
in December of 1978. The country's previous largest furnace is at Wuhan, with 
a volume of 2,700 cubic meters. The steel and blooming mills at Baoshan will 
go into operation soon, and a seamless steel tube plant will be commissioned 
at the end of this year. More than 600 Chinese officials and workers and 
Japanese experts were present at today's ceremony. [Text] [Beijing XINHUA 

in English 1049 GMT 15 Sep 85] 


DURABLE GOODS PRODUCTION--Beijing, 4 Sep (XINHUA)--Recently, the state allo- 
cated an additional 60,000 metric tons of rolled steel to the Ministry of 
Light Industry for increasing the production of durable goods. This rolled 
steel will be used in making 1.66 million bicycles, 330,000 washing machines, 
and 45,000 refrigerators, and the production tasks have already been assigned 
to the enterprises concerned. [Text] [Beijing XINHUA Domestic Service in 
Chinese 1012 GMT 4 Sep 85 OW] 


CSO: 4006/9 
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WUHAN'S OPEN POLICY STIMULATES COMMODITY CIRCULATION 
OW240828 Beijing XINHUA in English 0807 GMT 24 Sep 85 


[Text] Wuhan, September 24 (XINHUA)--Wuhan's open policy has stimulated its 
commodity circulation and economic cooperation with other parts of the country, 
according to a city official. 


Wuhan, the capital of Hubei Province in central China and the first provincial 
capital in the country to carry out the reform of economic structure, now 
every day attracts 100,000 traders from other parts of the country. 


It has set up some 270 trading centers, warehouses, wholesale markets for 
agricultural and side-line products, and small commodity markets to cope with 
the active commodity circulation since it opened its doors to foreign busi- 
ness and other parts of China in June last year, said Li Zhi, the director of 
the city commission in charge of restructuring the economic system. 


According to Li, a former mayor of the city, more than 53,000 kinds of goods 
are available in Wuhan and more than 10,000 kinds of industrial and agricul- 
tural products produced in Wuhan have been sold to other parts of the country. 


In the first 6 months of this year, commodities from outside the city rose to 
70 percent of the total from 44 percent last year. 


Wuhan, the major industrial marketing and transport center in central China, 
has also developed economic cooperation with other parts of Hubei Province 
as well as other provinces and cities. 


To meet the needs of the increasingly dynamic economic activities, the city, 
located at the confluence of the Han and Yangtze Rivers, has improved its 
transport facilities. Since last year, 33 highway passenger services have 
opened, linking it with other parts of China. 


According to Li, Wuhan will give priority to invigorating large- and middle- 
sized enterprises, ard developing service trades. 


He said a plan has been approved by the state to build an international airport 
and relocate the railway lines running through the city to the suburbs. 


CSO: 4020/5 
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COOPERATION AMONG FOUR PROVINCES, CHONGQING DESCRIBED 
Beijing LIAOWANG [OUTLOOK] in Chinese No 23, 10 Jun 85 pp 24-25 
[Special report: "An Extremely Effective Form of Cooperation"] 


[Text] In the latter part of April, five places in four provinces convened in 
Chongo ng the second conference for economic cooperation, exactly 1 year after 
the f rst conference had been held in Guiyang. 


Initiated and encouraged by leading central authorities, the economic 
conference of five places in four provinces had as its guiding principle: 
equality and mutual benefit, rotating chairmanship, and veto power for each of 
the participants. 


This is an unprecedented form of cooperation. At the start, some comrades 
remarked: It looks like a small United Nations, can it accomplish anything? 
In the year that has passed, the facts have given a positive reply. In this 1 
year, more than 1,500 items of economic and technical cooperation were 
effected among the participants, more than 700 proposals for cooperation were 
made to the coastal regions, and 10 meetings for cooperation among industries 
and trades were convened. The meeting for cooperation in the field of native 
Chinese medicine alone resulted in business amounting to more than 30 million 
yuan. Cooperation in coal, cement, steel products, nonferrous metals and 
other products resulted in over 700,000 yuan of trade. The facilities for 
recruiting students were expanded, and more than 100 persons were trained for 
areas where there was a shortage of this type of qualified technical 
personnel. The cooperative relations between all key cities are being further 
strengthened. One may say that things have taken on a new aspect in the 
southwestern region of our motherland; from the development of natural 
resources to commodity interflow, from technological interchange to training 
of qualified personnel and the transmission of information, there is economic 
and technical cooperation of a multilevel, multichannel and multipattern 
nature. 


By adopting each other's strengths to offset one's own weaknesses, and working 
in a spirit of mutual understanding and mutual accommodation, the five places 
from four provinces made possible in 1 year's time things that could not 
possibly have been achieved by one party in an individual endeavor. For 
instance, the gradual completion of highways that had been interrupted by 
provincial borders; the two provinces of Sichuan and Yunnan jointly opened up 
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the abundant produce, mineral and hydraulic resources of the lower reaches of 
the Jinsha Jiang; the Chongqing Iron and Steel Mill joined up with the 
Liangshan Yi Autonomous Prefecture of Sichuan Province in setting up the 
Pingchuan Iron Mine, with an annual production of 1 million tons of iron ore, 
thus ensuring a guaranteed supply of raw material for enterprises and, on the 
other hand, also providing conditions for a complete change in the overall 
appearance of the Yi minority region. Guangxi Province, which is short of 
coal, invested over 100 million .~uan in Guizhou Province for the joint 
exploitation of its coal resources and built a coking plant with an annual 
capacity of 600,000 tons. 


The central authorities attach great importance to the cooperative ventures of 
the five places in four provinces and are giving it their energetic support. 
Last year, at the joint request of the five places, the Committee for the 
Comprehensive Survey of Natural Resources of the Chinese Academy of Sciences 
organized a group of specialists for a comprehensive survey of the natural 
resources of the southwestern region, providing valuable knowledge and data 
for the development of the region. The Guangtong-Dali railway and the Manwan 
large-scale hydroelectric power station, both long hoped-for projects of 
Yunnan, are now in the initial, preparatory stage of construction, with the 
support of the Ministry of Railways and the Ministry of Water Resources and 
Electric Power. 


The actual state of the five places in four provinces give the impression that 
it was absolutely necessary to establish the economic cooperation conference 
with its regional character and wide-open, loosely organized economic 
organizational wattern. The area of the five places in four provinces is 
comparatively undeveloped but has great developmental potencial. The 
region's agricultural, mineral and hydroelectric resources occupy an important 
position within the entire country but are at present still mostly in a stage 
of dormancy. Some comrades have expressed it very graphically: We suffer 
poverty holding a golden rice bowl in our hands. How is this region to be 
developed, and this situation to be changed? At present, the state's 
construction focuses on the coastal regions. We cannot, on the one hand, 
demand that the state shift the focus of its economic construction to these 
regions here, and we also cannot, on the other hand, just sit and wait with 
our development until the construction in the coastal regions have been 
completed. Facing this situation, the five places in the four provinces 
developed their own strong desire: to create a horizontally organized economic 
union with the guiding policies of "self-reliance, great diversity of 
connections, receiving state support, and seeking to achieve joint 
development,” to work in full cooperation and with unity of purpose and 
accelerating the construction of their own regions. In i984, when the state 
could not provide further investments, the five places in the four provinces 
successfully achieved a growth rate of industrial and agricultural output 
value that exceeded the average nationwide level. "Unity means strength, 
disunity means weakness," was the understanding of Liao Bokang [1675 0130 
1660), newly promoted Chongqing municipal party secretary, a statement which 
illustrates that the above-described policy suits the actual conditions of the 
five places in the four provinces. 


The territories of the five places in the four provinces border upon one 
another, their river systems are interconnected and their close economic 
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relations go back to ancient times. Chongqing, the economic center in the 
upper reaches of the Chang Jiang, has historically been a hub of land and 
water communications and a major distribution point for commodities and 
produce of the southwestern region. There was a saying of long standing in 
the local tradition: "We have an upper and a lower river (the Chang Jiang and 
the Jialing Jiang), and they help us in many ways." Later, owing to the 
vertical and horizontal relationships of the administrative system and the way 
production and circulation were organized in the administrative division, this 
natural economic cohesion was weakened and the economic development of the 
region to a certain extent impeded. When discussing economic cooperation with 
Chongqing, a comrade from Guizhou said: "The 1950s were good, the 1960s had 
little, the 1970s ended it all." The 1980s are the years when the country 
opened up to the outside world, and the five places in the four provinces all 
feel the pressing need of the situation and the need to rouse themselves for 
action to catch up. A comrade from Guizhou said: "We are moving out of the 
Yelang country [an old country symbolic of parochial arrogance]." A comrade 
from Sichuan said: "We will smash the restrictions of the basin (the Sichuan 
basin)." A comrade from Yunnan said: "We shall shed our rustic ways." A 
comrade from Guangxi said: "We shall widen our field of vision." All hada 
feeling of urgency to change their state of isolated existences, and this is 
the major cause for drawing them together toward successful cooperation. 


As we survey one year's practical experiences, we see some new problems 
emerging. For instance, there is insufficient coordination in certain large- 
scale developmental projects. Everybody thought that as the objects and 
patterns of coordination reached a certain stage, these problems would 
gradually be resolved. They suggested that the State Council organize a 
planning group to assist in the uniform planning, to give effective guidance, 
and to coordinate the work. 


At the present conference, Zhu Houze [2612 0624 3419], secretary of the 
Guizhou provincial party committee, voiced what was on everybody's mind with 
regard to future prospects for the development of this whole area. It was his 
opinion that after the full development of the coastal regions, there must be 
deployment of forces in depth, and regions must be selected that are not too 
far from the coastal cities, that have comparatively abundant natural 
resources, certain economic and technological strength and good communications 
to be established as inland natural resources development regions, in order to 
constitute effective support for the opened-up coastal regions. An 
integration of the natural resources of the hinterland in the interior with 
the technologies and capital imported in the coastal regions, a state of one 
relying on the other and of joint development, will place the opening up of 
our entire nation on a very reliable foundation. 


The five places in four provinces are mostly the hinterland for the nearby 
coastal regions; all have abundant natural resources and sources of energy. 
To further strengthen the cooperation between the five places, strengthen that 
region's interchanges, and cooperation with the coastal opened-up regions 
would therefore play an important role, not only for the economic development 
of the southwestern region, but also for the vigorous development of China's 
entire national economy. 
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Topography and Natural Resources of the Five Partners from Four Provinces 
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Key: 


1. Area:1,367,000 sq km3 population: 200 million; more than 30 minority 


nationalities with a population of 36 million. 


2. One-ninth of China's arable land; one-sixth of China's forests. 


3. One-tenth of China's coal reserves; half of China's exploitable hydropower 


resources. 


4. China's richest natural gas fields and abundant mineral resouces. 

5. Mileage of railway lines in operation:15 percent of the entire country; 
mileage of highways: 23 percent of the entire country; mileage of inland 
waterways: i4 percent of the entire country. 


6. Sichuan 10. Chengdu 
7. Yunnan 11. Chongqing 
8. Guizhou 12. Guiyang 
9. Guangxi 13. Kunming 
9808 

CSO: 4006/909 
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DOMESTIC TRADE 


FIVE WESTERN CITIES REPORTED PRACTICING COOPERATION 
Beijing LIAOWANG [OUTLOOK] in Chinese No 23, 10 Jun 85 p 27 
[Special report: "Five Cities As 'Bosom Friends'"] 


[Text] April weather in Chongqing is comfortable and pleasant, and flowers 
start to bloom in the Yuzhou Hotel. In a well-appointed small conference 
room, the delegates from five cities, Chengdu, Kunming, Guiyang, Nanning and 
Chongqing, attend the second quintuple economic cooperation conference for 
four provinces. They are engaged ina lively discussion of the problem of 
strengthening economic contacts and cooperation between the five key cities. 
They report to each other on conditions, carry on intimate exchanges of work 
experiences, and confer on areas and items for possible cooperation. 


When discussion turns to the problems of city building and city management, 
each city has its own experiences and each also has a whole load of grief one 
usually does not like to talk about. Nanning, a city close to China's 
southern border, wants to build a public swimming pool but is handicapped by 
a lack of authority to requisition land. Guiyang saw a large increase in 
companies and stores during the last 2 years, but service trades such as 
bathhouses, barber shops and repair shops, kept declining continuously. In 
Chengdu and Kunming the great proliferation of bicycles causes many accidents 
during rush hours as “men and horses tumble." Chongqing is dirty and 
disorderly, the masses complain much, and all this is giving the mayor a 
headache. How are these problems to be solved? The comrades from the five 
cities believe: First, one has to learn from one another, adopt the others’ 
strengths to offset one's own weaknesses, and work hard and in a down-to-earth 
manner. Second, it is necessary to jointly study the policies relevant to 
city building and city management and to offer reasonable suggestions for the 
reference of the central authorities, who are to formulate systematic legal 
provisions for city management. In order to strengthen mutual contacts, the 
five cities agreed to set up a joint conference system for mayors, chief 
secretaries of the municipal governments, and directors of the general 
offices, together with certain departments and trades, to institute mutual 
exchanges and interflow of experiences at all levels and in all fields. It 
was also decided to hold irregular meetings to discuss city management. 


When talk turned to the subject of tourism, the comrades from the five cities 
put forward the idea of a tour line that would take advantage of the sites 


70 





most richly endowed by nature in the various localities. Li Daichang [2621 
1486 2490], vice mayor of Kunming Municipality, volunteered to act as pioneer 
and proposed to call the first coordinating meeting at Chuncheng some time 
later for the purpose of arranging for the five cities to jointly promote 
tourism and to discuss concrete solutions for all matters concerning 
communications, tour guidance, hotel accommodation, production of tourism 
articles, etc. The city of Guilin in Guangxi, on hearing about it, also 
demanded to be allowed to "squeeze in." Lu Yujuan [4151 3768 1227], vice 
mayor of Nanning, was the first to support the suggestion, and the other four 
cities also unanimously agreed to make it a "six-city union." This was how 
agreement was achieved on one item. There was one specialist who joyfully 
remarked: Setting up this kind of a round-trip tour could combine many famous 
sites, such as the landscape of Guilin, the scenery of Nanning, the 
Huangguoshu waterfall of Guizhou, the Forest of Stone in Yunnan, the scenic 
spots of Chengdu, the stone carvings of Dazu, and the Three Gorges of the 
ChangJiang. Where on earth could one find as enchanting a fairyland as this? 


These five key cities, each of a different scope and each with its distinct 
features and advantages, not only restored the traditional bonds that existed 
throughout history, but rendered them even closer. Within the short period of 
1 year, the contacts and cooperation between the five cities deepened in the 
various fields of industry, agriculture, commerce, trade, communications, post 
and telecommunications, finance, science and technology, sports, cultural 
affairs and party political work, creating a completely new atmosphere. 


The five cities established "commercial windows" for each other, promoting 
market prosperity, which is what the general public feels as the direct 
favorable change in things. In this respect, Chongqing alone signed 43 
agreements with Chengdu, Kunming and Guiyang for the mutual supply, at 
preferential conditions, of facilities, spaces and services for the launching 
of marketing exhibitions, joint sales or sales on commission basis. By now it 
is possible when strolling down the streets to buy or savor the famous local 
products, specialties and snacks of special local flavor of all the other 
cities. In Kunming you can have the genuine Sichuan-style bean jelly, in 
Chengdu and Chongqing you can have the Yunnanese "guogiao" noodles, and 
Sichuan-style sausages sell well in Guiyang and Nanning. 


After becoming sister cities, Guiyang and Nanning signed 109 agreements of 
mutual cooperation. In October last year, Nanning held a marketing exhibition 
for industrial and agricultural products, where Guiyang exhibited more than 
450 products and concluded deals worth more than 600,000 yuan. Later, Guiyang 
held a marketing exhibition for local industrial products, where Nanning 
exhibited over 600 products and concluded deals worth up to 10 million yuan. 
Both sides supplied each other's needs and made up the other's deficiencies 
from their own surpluses. Last year, Guiyang helped Nanning out with coke, 
coal, wine and other materials, and Nanning also assisted Guiyang with such 
products as steel, glass and rubber. 


The cooperation between the five cities is very substantial and conducted ina 
variety cf patterns. The Chongqing College of Architecture established a 
branch in Kunming. The two fountain pen factories, one in Chongqing and one 
in Guiyang, last year combined into a "joint pen manufacturing enterprise," 
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and in 1 year added five new items to their production, all acclaimed to be 
excellent products. Earlier, a joint watch-manufacturing enterprise was 
formed by establishments in the four cities of Chongqing, Chengdu, Guiyang and 
Kunming. They effectively coordinated their internal structures and were able 
last year to achieve economic results which set a record since the 
establishment of the joint entity. The annual production of watches was 1.52 
million pieces, a 22-percent increase over the previous year. 


9808 
CSO: 4006/909 
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PROSPECTS FOR INDIRECT TRADE WITH TAIWAN SURVEYED 
Beijing GUOJI SHANGBAO in Chinese 8 Aug 85 p 1 


[Article by Guo Zhao [6753 2507]: "Indirect Trade Between Taiwan and the 
Mainland Is Mutually Beneficial") 


[Text] Taiwan is a province of China. Since both sides of the strait share a 
common historical and cultural background and have had extensive and intimate 
connections due to blood relationships and geographical proximity, it is 
impossible to artificially sever for long economic contacts between them. In 
recent years indirect trade between Taiwan and the mainland has shot up 
sharply, an economic connection which has become a focus of attention among 
people in Taiwan, both in and outside the government, and also among people 
overseas with an interest in China's unification. 


I. Sharp Increase in Trade in Recent Years 


Indirect trade began in 1979 when the mainland introduced its open door policy 
and called on Taiwan to follow a policy of "three circulations," but trade 
volume was insignificant then. By 1984, however, indirect trade had risen to 
$560 million, an average annual growth rate of 157 percent. The trade 
community predicts that indirect trade this year may exceed $1 billion. 


The rapid increase in indirect trade this year takes place amidst a recent 
economic slowdown in Taiwan. Since the third quarter of 1984, Taiwan's 
economy has entered a mild recession because of sluggish economic growth in 
the U.S. economy. Industrial output this year registered a negative gain for 
the first time since 1983. Under these circumstances, Taiwan's indirect trade 
with the mainland via Hong Kong and other places becomes the only "bright 
spot" in an otherwise gloomy picture. 


Looking at the commodity mix of Taiwan's indirect trade, we can see that its 
main imports from the mainland are Chinese herbal medicine, followed by fresh 
and frozen fish. Taiwan goods destined for the mainland by way of Hong Kong 
consist primarily of textile raw materials and light industrial consumer goods 
such as television sets, bicycles, motorcycles and watches. 
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II. "Non-intervention" Declared by Taiwan 


In the past the Taiwanese government was tight-lipped about indirect trade. 
Last April, however, Economic Affairs Minister Li Donghai [2621 2639 3189] 
Stated the official pesition: non-intervention. 


Taiwan's non-intervention policy is hedged about with many restrictions, one 
of them being a ban on the entry into Taiwan of all mainland products. On 4 
July the government reiterated that its indirect trade policy applied only to 
exports and that businessmen must not import mainland products through 
indirect trade. Mainland medicine is to be imported indirectly by the 
"Materials Bureau," an official agency. 


Since Taiwan is resource-poor and the mainland abounds with produce, it is 
mutually beneficial for each to supply what the other lacks. The Cotton 
Textile Association of Taiwan last May proposed to import cotton from the 
mainland, only to be rejected by the government. The official reason was the 
total ban on all goods produced, manufactured or processed in the mainland, 
all goods labeled as mainland-made and all goods certified as mainland-made 
even though not labeled as such. Not only has this policy aroused widespread 
opposition, but it is also unworkable. An editorial in ZHONGGUO SHIBAO said: 
"At present we cannot import cotton from the mainland. No such restriction 
applies to grey cloth and cotton yarn from Hong Kong, Thailand, the 
Philippines and Korea. It is extremely likely that those nations will use 
mainland cotton to make grey cloth and cotton yarn in the future. Will we be 
allowed to import them? If not, how are we to tell which is made of mainland 
cotton and which is not?" 


III. Indirect Trade Benefits Both Sides 


In projecting the prospects of indirect trade, we should consider the 
political and economic factors on both sides of the strait. 


Because of the open door policy, economic invigoration and reform, the 
purchasing power of the masses on the mainland has increased markedly, making 
it a market with great potential. The mainland government approached the 
Taiwan authorities much earlier on with a sincere proposal for bilateral 
trade. The present effort to strengthen foreign exchange control will not 
affect the basic upward trend in indirect trade. 


Now let's look at Taiwan. The government's refusal to give up its "three-no 
policy" (no compromise, no contact, no negotiation) has become a stumbling 
block to boosting indirect trade. But political and economic factors both 
within and outside Taiwan are shaping up very differently from what the Taiwan 
authorities want. As Kyodo [News Agency] put it, "Inwardly the Taiwan 
government does not want to give up indirect trade." 


Thus there is cause for optimism about the future prospects of indirect trade 
on both sides of the strait. Indirect trade is a long way from the kind of 
direct trade that people dream about, but this is a good beginning. Froma 
total absence of contacts to indirect trade--such is historical progress. It 
is obvious that indirect trade benefits both sides economically. We welcome 
an increase in indirect trade in the Taiwan Strait. 


12581 
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VICE MAYOR OUTLINES SHANGHAI'S GROWTH PLAN 

OWO41126 Beijing XINHUA in English 0744 GMT 4 Sep 85 

/Text/ Shanghai, 4 Sep (XINHUA)--Shanghai has attracted more than 1 billion 
U.S. dollars of foreign investment over the past 6 years and has ambitious plans 


for the future, according to Vice Mayor Li Zhaoji. 


The city has so far approved 119 Sino-foreign joint and cooperative ventures 
and enterprises with exclusive foreign funds. 


The official said the city would now strive to open wider, and te ensure that 
ics products are competitive enough on the international market. 


Shanghai had the industry and technology to take the lead in implementing 
China's open policy, he said. 


Li Zhaoji added the city should develop its economic cooperation with Hong 
Kong, which has become its biggest trading partner. 


One-fifth of Shanghai's exports now go to Hong Kong, and the city's imports 
from the territory are also "considerable," he said. 


An exhibition of Shanghai's industrial products is now being held in Hong Kong-- 
the first over the past three decades. 


Twelve thousand exhibits are being displayed, including light industrial pro- 
ducts, textiles, instruments, metals, chemicals, medicines, and products from 


the shipbuilding and aviation industries. 


Shanghai authorities also plan to hold talks during the exhibition with Hong 
Kong and foreign businesses on further introducing foreign investment. 


Sixty-one letters of intent will be discussed, involving about 200 million U.S. 
dollars of foreign investment, said the vice mayor. 


A Hong Kong exhibition was held in Shanghai in May. 


CSO: 4020/364 
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SHANGHAI JOINT VENTURES AS WINDOWS TO BETTER MANAGEMENT 
Beijing LIAOWANG [OUTLOOK] in Chinese No 31, 5 Aug 85 p 27 


[Article by Shen Shiwei [3088 0013 4885] : "The 'Rising Stars' in Shanghai 
Industries" | 


[Text] As of late last year, the industrial city of Shanghai, a focus of 
world attention, had attracted 46 joint ventures representing a total of $392 
million in foreign investments, 35 cooperative projects worth a total of $470 
million, and 2 wholly-owned foreign enterprises involving $3.41 million. 


With its many old plants, Shanghai faces a major modernization task. In 
attracting foreign capital, therefore, the municipality is most concerned to 
revive and strengthen its comprehensive functions and accelerate modernization 
of old enterprises by using foreign capital, technology and markets. Joint 
ventures and key construction projects now in the pipeline are distributed all 
over Shanghai--in the east, a float-method glass manufacturing plant, a joint 
venture with Pilkington Ltd of the United Kingdom; in the south, a 900,000-kW 
nuclear power station designed and built in cooperation with Westinghouse of 
the United States; in the west, an auto plant jointly established with 
Volkswagen of the Federal Republic of Germany [FRG]; and in the north, a 
cooperative enterprise with McDonnell-Douglas to make civil airplanes using 
imported parts. When these key projects are completed and go into operation, 
the technological gap between Shanghai's major industries and their advanced 
counterparts overseas will be narrowed. 


Shanghai's joint ventures are fast becoming the "rising stars" in its 
industrial galaxy. Some of t are so well run that they have indeed lived 
up to their billing as "windows management." 


In Anting, a satellite town on Shanghai's western outskirts, a modern auto 
city, comparable to Baoshan Steelworks and Jinshanhua Chemical Plant, is about 
to take shape. This project is the nation's largest joint venture in the auto 
industry so far and involves a total outlay of DM 3 billion. It will 
technically transform and expand the physical plant and equipment of the 
Shanghai Auto Factory and produce the "Shanghai-Santana," a car for the 
1980's. A joint venture between Shanghai and the FRG, the project imports 
German technology and auto parts for local assembly. The Shanghai Auto 
Factory has organized its technical staff to study and analyze the design and 
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technology of this modern automobile, thereby widening their vision and 
improving their standard. 


The output of the plant this year is projected to double that of last year and 
will reach 31,000 units in 1987 and 100,000 units in 1990. Its plan calls for 
a capacity to make 300,000 units and 500,000 engines within a decade. The 
Shanghai Auto and Tractor Co is currently in the process of putting together 
relevant units to make the transition from the present stage of assembling 
using foreign parts to relying on mostly domestic parts. 


Exploiting their advantages and channels, some of Shanghai's joint ventures 
have been absorbing advanced and sound foreign management experience, 
fulfilling their role as “windows to management." According to the Chinese 
managers of a number of joint ventures, Chinese enterprises will do well to 
learn from their foreign counterparts, including their concept of serving the 
user, their notion of economic results, their highly efficient and 
responsibility-oriented management system, and their strict, serious and 
meticulous workstyle. The Shanghai-Foxboro Co, a maker of automatic control 
equipment, took pains to introduce modern management methods from abroad even 
during its preparatory stage and explore approaches to enterprise management 
reform. Its organizational setup revolves around the principle: "Be market- 
oriented; make what the market wants." Apart from a sales service company 
which is wholly owned by its Chinese partner, the company has set up a 
distribution department and manufacturing department, and implements such 
modern techniques as market forecasting, order control, centralized 
procurement, inventory control and one-stop service. Foxboro of the United 
States has a comprehensive approach to training. In line with this approach, 
the joint venture has established a specialized training office directly under 
the managing director to take care of remedial education, technical training, 
management training and making arrangements for overseas training. To smash 
the “iron rice bowl," the company has instituted a performance assessment 
system, a remuneration system based on the principle, to each according to his 
work, and a contract system, which have been instrumental in boosting the 
employees' and workers' initiative and creativity. This U.S.-China joint 
venture is currently bursting with life. 


By and large, joint ventures in Shanghai do not rely on command planning by 
the state for their supply of raw materials. Nor do they depend on the state 
to exercise its monopoly and buy up their products, relying instead on market 
regulation. As a result, they have been able to free themselves from the 
restrictions of the traditional management method, make use of the advantages 
special to joint ventures and "fend for" themselves by opening up their own 
markets. This has been exactly what the Shanghai Lianhe Woolen Mill has been 
doing. A joint venture between Hong Kong and Shanghai, the mill has 
successively marketed at home and abroad over 1,000 styles of sweaters. 
Booming business has pushed up economic results, and its profits today already 
exceed the investors' initial outlay. Eager to repeat its success story, the 
company ambitiously proposes to reduce the bonus distribution this year in 
order to plow the money back into production. 


12561 
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FOREIGN TRADE AND INVESTMENT 


PRC, U.S. TO HOLD TELECOMMUNICATIONS CONFERENCE 
OWO70850 Beijing XINHUA in English 0830 GMT 7 Aug 85 


(Text] Washington, 6 Aug (XINHUA)--The U.S. Commerce Department and Bell 
South Corporation today announced plans to bring more than 30 American 
companies to China in October for a conference on the application of tele- 
communications technology. 


"The conference will be one of the first held since the signing (in January 
1984) of an agreement between the two countries to provide new forums for 
American business in China," Under Secretary of Commerce Bruce Smart said at 
a news briefing today. 


The conference will begin on October 28 in Beijing and will involve five 
days of technology presentations and four days of individual business meet- 
ings between American companies and Chinese olficials, business executives 
and technical experts. 


Smart told reporters, “economic and trade relations between the United States 
and China are healthy and progressing well," adding, "for example, trade 
between the United States and China already is running 24 percent ahead of 
last year.” 


He said the conference had been designated by the commerce department as an 
industry-organized, government-approved trade mission. 


The conference will be sponsored by Atlanta-based Bell South International, 
a subsidiary of Bell South Corp, and Chinatech, a joint venture of 

American investors and the Chinese Government. The Chinese Association of 
Science and Technology will be the host in China. 


"This conference will expose China to a broad range of American telecommunica- 
tions technology," said John L. Clendenin, chairman of Bell South. "It 

may well be the catalyst for the American telecommunications industry to 

gain greater participation in the development of the multi-billion dollar 
Chinese telecommunications market." 


Technical presentations, as approved and in accordance with export regulations 
of the U.S. federal government, will cover network planning, satellite net- 
works, fiber optics, cellular radio, microwave applications and the develop- 
ment of the integrated services digital network. 


CSO: 5500/4155 
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FOREIGN TRADE AND INVESTMENT 


SHANDONG INCREASES TOURIST FACILITIES, SERVICES 
0W041212 Beijing XINHUA in English 1101 GMT 4 Sep 85 


/Text/ Jinan, 4 Sep (XINHUA)--Foreign tourists can acquire a firsthand knowledge 
of Chinese rural life by staying at peasants’ homes or hotels in Shandong pro- 
vince, according to the provincial tourism bureau. 


In a number of peasant hotels, tourists can sleep on "kangs"--heated brick beds-- 
eat fresh local corn, peanuts and fruit, raise chickens and help villagers with 
farm work. 


In the villages around coastal Weihai city, tourists can help the locals catch 
fish with traditional tackle. 


Since the winter of 1983, Shijia village in Anqiu county under the city's 
jurisdiction has received 600 tourists from 2 dozen countries including Japan, 
the United States, Canada, Federal Germany, Britain, France and Singapore. 


All 260 families in the village, living in two-story buildings or traditional 
cottages, have rooms for tou ists. 


The village was one of the first in Shandong to begin "folkway tourism" for 
foreign guests. 


Tourism facilities have spread fr om mount Tai in central Shandong through Weifang 
plane to the eastern tip of the Jiaodong peninsula. 


A tourism service company, operated by three villages at the foot of the mount 
Tai, has built hotels, restaurants, food and sourvenir shops and purchased 35 
buses. 


One of the most lucrative tourist attractions is a karst cave near Zibo city. 
Peasants in a suburban village have invested 500,000 yuan in construction of 
the cave. 


Village head Liu Xinru said more than 200,000 domestic and overseas tourists 
had visited the scenic spot. The viliage had earned 120,000 yuan since May. 


Now, more than 800 workers from the 400-family village are engaged in tourism 
services. , 


CSO: 4020/364 19 





JPRS-+CEA=8 5-089 
9 October 1985 


FOREIGN TRADE AND INVESTMENT 


UNHEALTHY TENDENCIES IN TOURISM DISCUSSED 
Beijing LIAOWANG [OUTLOOK] in Chinese No 19, 13 May 85 p 8 


(Article by Chen Lian [7115 5114]: "Check Unhealthy Tendencies in Travel and 
Tourism Work" ]} 


[Text J In recent years, China's tourism has developed rapidly. In 1984, the 
total number of tourists in China was 12.85 million, nearly a 6-fold increase 
over 1978. Foreign tourists accounted for 2.52 million, a 2.6-fold increase. 
However, under this excellent situation, some unheaithy tendencies have 
emerged. Their main manifestations are as follows: Some tourist guides and 
interpreters of tourist departments get commissions (including complimentary 
tivkets, food, or other rewards) from stores or restaurants when they take 
tourists shopping or to eat local dishes. A few staff members and workers of 
tourist departments accept tips in secret, exchange foreign currency 
illegally, anc are enthusiastic about peddling commodities to tourists in 
order to get commissions. 


These unhealthy tendencies have had a very bad influence. Some foreign 
tourist groups have complained that excessive and unwanted shopping trips 
reduced their sightseeing tours. In order to get more commissions, some 
individuals even forced tourists to buy the commodities they peddled. In 
order to get more business, some restaurants and stores raised commissions by 
hook or by crook. As aresult, "the wool still comes from the sheep's back;" 
tourists’ turdens are increased and service quality is lowered. If such 
unhealthy cendencies are not promptly arrested, they are bound to impair 
China's reputation, impede the development of tourism and cause some people to 
go astray. 


What is noteworthy is that amid the widespread unhealthy tendencies, leaders 
of some tourist departments have managed to keep a cool head and make 
effective resistance. The advanced unit of the tourist departments of Jiangsu 
Province--Suzhou Restaurant--has set a good example in this regard. They have 
studied the experience of Beijing's Jianguo Restaurant and paid attention to 
strengthening ideological and political work. They insist that they will 
expand business and increase profits by improving administration and 
management and offering quality service, but they will never use illegal means 
to canvass business. Once, an out-of-town tourist guide requested 
unreasonable “special care" from Suzhou Restaurant and was turned down. So, 


80 





he took his guests out to eat at ot: * restaurants trying to put pressure on 
Suzhou Restaurant. But the leaders o:1 Suzhou Restaurant did not give in. They 
told the staff and workers to honor principle and let tourists compare and 
determine themselves. After dining out once, the tourists, as expected, 
commented one after another that food and service were better and prices were 
cheaper at Suzhou Restaurant. They said they would never go out to eat again. 
Suzhou Restaurant carried out reforms in 1984. During this year, its profits 
increased 84 percent compared with the previous year; its outstanding staff 
members and workers were also appropriately rewarded or remunerated according 
to the principle of more pay for more work. This fact has proved that as long 
as enterprises adhere to the correct business orientation, they will win the 
praises of tourists and increase their profits as well. 


The General Office of the State Council recently issued a notice to relay the 
report of the China Travel and Tourism Bureau on correcting unhealthy 
tendencies in tourist departments. The notice states: "Quickly stopping the 
unhealthy tendencies emerging in tourist departments has a vital bearing on 
safeguarding China's reputation and developing tourism." The notice urges 
all localities and departments concerned to keep the situation as a whole in 
mind, make concerted efforts, adopt effective measures, strengthen management 
and consolidation, and firmly arrest the unhealthy tendencies to bring about 
sound development of tourism. 


12302 
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BRIEFS 


TRADE WITH TAIWAN PROMOTED--Nanchang, 7 Sep (XINHUA)--A trade and trust company 
was set up in this Jiangxi provincial capital today to promote nongovernmental 
trade with Taiwan. Financed by Taiwan compatriots living in Jiangxi, the 
Taichang company will undertake trade and other exchanges with organizations 

and enterprises in Taiwan, Hong Kong and Macao, and import technology, equipment 
and funds. It will also help other Jiangxi enterprises develop trade with Tai- 
wan. So far, the company has established business ties with Ta wan compatriots 
enterprises in Beijing, Shanghai, Guangdong and Fujian. Congratulatory messages 
from the All-China Federation of Taiwan Compatriots and Enterprises at home and 
abroad were read at today's launching ceremony. /Text/ /Beijing XINHUA in 
English 1945 GMT 7 Sep 85/ 


PRC-U.S. JOINT VENTURE--Urumqi, 12 Sep (XINHUA)--Construction began here today 

on a Sino-American joint venture--Xinjiang Long Staple Fiber Cotton Textile Ltd. 
Participating in the venture are the U.S. Globe Textile Corp and Xinjiang Tex- 
tile Industry Co, and the China National Import and Export Corp and its Xinjiang 
branch. The U.S. side will contribute 40 percent of the total investment--40 
million U.S. dollars. The term of cooperation will be 15 years. Upon completion 
by the end of 1986, the venture will produce an annual average of 5.2 million 
meters of grey and dyed cloth, all for the international market. Xinjiang _ 
furnishes 90 percent of China's long staple fiber cotton output. /Text/ /Beijing 
XINHUA in English 1830 GMT 12 Sep 85/ 


ECONOMIC ZONE OFFICIALS TRAINED--Tianjin, 6 Sep (XINHUA)--A training course 
began at Nankai University, Tianjin, on Thursday, for 29 officials from special 
economic zones and coastal "open" cities and regions. Nankai professors and 
specialists will lecture on world economic affairs, law and other topics during 
the 6-month course, being run by the university fox the State Council's special 
economic zone office. Another group of 48 officials graduated from the foreign 
economic relations and trade university in Beijing on Tuesday after a 4-month 
course. Last year, more than 10,000 leaders from these cities and regions 
attended other schools and training courses. The training program is being 
carried out in line with the wishes of senior Chinese lader Deng Xiaoping and 
State Councillor Gu Mu, a member of the Communist Party Central Committee 
Secretariat. /Text/ /Beijing XINHUA in English 1607 GMT 6 Sep 85/ 


INNER MONGOLIA SEEKING FOREIGN COOPERATION--Hohhot, 11 Sep (XINHUA)--Inner 
Mongolia autonomous region now seeks cooperation with foreign firms on /1 
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projects. Zhou Rongchang, director of the regional economic commission, 
announced the decision in addressing a banquet yesterday on the opening of an 
international exhibition of technology and equipment for food processing, 
packaging and animal husbandry. The projects cover machine building, metallur- 
gical, energy, electronics, chemicals, building materials, textile, leather and 
food industries. This is the second time that the region has proposed projects 
for foreign cooperation. The first was in Hong Kong in August last year. The 
autonomous region, covering 1.1 million square km, is one of China's major 
animal husbandry centers and has rich coal, iron, asbestos, graphite, mica and 
other mineral deposits. The regional government has already approved some otf 
the proejcts, including a granular feed production line with an annual capacit 
of 10,000 tons from the United States. /Text/ /Beijing XINHUA in English 

1323 GMT 11 Sep 85/ 


HUNAN CUSTOMS OFFICE--Changsha, 31 Aug (XINHUA)--A Customs office was set up 
today in this capital of Hunan Province to promote the province's foreign trade. 
Instituted with the approval of the State Council, the office will go into opera- 
tion tomorrow. Local officials hope that this move will increase the province's 
contacts with the outside world. Hunan is well known for its farm produce and 
nonferrous metals. But its foreign trade has been hampered by having to rely 

on the customs offices in Wuhan or Guangzhou to handle its imports and exports, 
said the head of the new customs post, Liao Zhenghua. /Text/ /Beijing XINHUA 

in English 1930 GMT 31 Aug 85/ 


SHANGHAI TRADE WITH EASTERN EUROPE--SHANGHAI--The country's biggest metropolis 
is developing trading partnerships with five East European countries. The 
exchange barter trade between the two sides has reached $11 million worth since 
the beginning of this year. So far the trade is limited to commodity exchanges 
with individual regions of the countries. All are outside government agree- 
ments. Yugoslavia, Poland, Czechoslovakia, the German Democratic Republic and 
Hungary are supplying such products as theodolites, levels, boring lathes, 
millers, mixers and equipment for soda water. A ong the e ports are Shanghai 
made corduroy, knitwear, shirts and spots shoes. Shanghai light industrial] 
products and textiles are said to be top sellers on East European markets. |! 
less than a year, Shanghai has held over 10 technology exhibitions and product 
samples from the five countries. The shows have helped give a better view of 
East European products. /Text/ /Beijing CHINA DAILY in English 21] Aug 85 p 2 


GRAN EXPORTS TO SURPASS IMPORTS--Beijing, 30 Aug KYODO--China's grain export 
this year are certain to surpass grain imports, making China grain exporter for 
the first time. The English-launguage CHINA DAJLY reported this by quotir 

Vice Commerce Minister Jiang Xi Friday. Jiang, however, did not give estimated 
figures for the grain exports and imports. But China's grain crop this summer 
is generally estimated at 87.5 million tons, the second largest on record 
following last year's. China is exporting maize, beans and rice and importin 
wheat. A clearer estimate of grain crop this year is difficult becaus 

serious damage caused in Northeast China in the past 3 months by hea rains, 


typhoons and tornadoes, Jiang was quoted as saying. /Text/ /Tokyo KYODO ir 
English 0806 GMT 30 Aug 85/ 
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SPECIAL ECONOMIC ZONES 


SHEKOU INDUSTRIAL DISTRICT CITED FOR OBEYING LAW 
Beijing GUOJI SHANGBAO in Chinese 8 Aug 85 p 2 


[Article] 


[Text] Since its establishment in 1979, the Shekou Industrial District has 
steadfastly observed the nation's policies and laws and refused to exploit the 
special policies to further the interests of an individual, a unit or the 
district. For this reason, Shekou has been cited for its law-abiding ways by 
the departments concerned. 


Under policies specially enacted by the state, the Skekou Industrial District 
is allowed to import duty-free or required to pay only reduced tariffs on most 
of the imported production materials and some daily consumer goods for use 
within the district. Shekou implements this policy very stringently and makes 
sure that it is applied to serve production and strictly within the limits of 
the district. Once the district transferred some imported used cars to 
offices in such places as Guangzhou and Beijing. Since these cities are 
outside the district, Shekou voluntarily approached customs to pay back the 
tariffs due. 


The Shekou Industrial District Management Committee often takes pains to 
educate the cadres in policy and discipline and demand that they obey the law 
and set an example for others. In 1983, a company affiliated to a unit 
directly under the district resold some timber which did not meet capital 
construction requirements. As soon as this incident was discovered, the 
management committee circulated a notice of criticism and dealt with it very 
Strictly. Some cadres in units directly under the district moonlighted in 
joint ventures and were paid a stipend and travel allowances at year end. 
When the management committee heard about this, it firmly put a stup to the 
practice and made it clear that all cadres must not moonlight in joint 
ventures. Those who had accepted payments were required to hand them over to 
the state. Some cadres have voluntarily done so, including the manager cf a 
real estate company who handed over 4,000 yuan in part-time stipend and travel 
allowances. 


12581 
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SPECIAL ECONOMIC ZONES 


MORE FOREIGN INVESTORS VISIT XIAMEN SEZ 
Beijing GUOJI SHANGBAO in Chinese 8 Aug 85 p 2 


(Article: "Number of Foreign Businessmen Holding Investment Talks in Xiamen 
SEZ Sharply Increasing"] 


[Text] The number of foreign investors who visited the Xiamen Special 
Economic Zone [SEZ] for business talks doubled in the first half of this year 
compared to the same period last year. 


According to Xiamen SEZ statistics, 95 contracts, including those for joint 
ventures, cooperative enterprises and wholly-owned foreign enterprises, were 
Signed between the SEZ and foreign investors from January through July. They 
represent a total outlay of $360 million, of which foreign capital accounts 
for $214 million, an increase of 87 percent over the corresponding period in 
1984. Eleven projects are worth more than $10 million apiece. 


As of today, over 30 economic and trade organizations based in such nations 
and regions as Japan, the United States, Singapore, the Philippines and Hong 
Kong have set up offices or representative offices in Xiamen and about a dozen 
foreign banks or banks financed with overseas Chinese capital have applicd for 
permission to set up branches there. They include the Banlong Group [banlong 
jituan 0584 7127 7162 0957] of Singapore, the Chartered Bank and the Chiyu 
Banking Corp of Hong Kong, and the Chicago National Bank. China's first joint 
venture in banking, the Xiamen International Bank, was opened last June with a 
registered capital of HK$800 million. 


A leader in the Xiamen municipal government disclosed that Xiamen would 
further improve its investment climate this year and complete a series of 
capital construction projects, such as a program-controlled telephone exchange 
system which will make possible direct-dial calls from Xiamen to Japan, the 
United States and Hong Kong, the inauguration of an air route between Xiamen 
and Manila, the completion of a number of facilities for the convenience of 
foreign businessmen in their daily living, and the opening to traffic of a 
special railway. 


A policymaker at tre Jianyuan Co, Ltd of Hong Kong believes that with its 
fairly solid infrastructure and legal protection, Xiamen should be very 
attractive to foreign investors. 


12581 
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SPECIAL ECONOMIC ZONES 


BRIEFS 


TOWN FOR OVERSEAS CHINESE--Beijing, 25 Aug (XINHUA)--China plans to build a 
town for overseas Chinese in the Shenzhen special economic zone, said Ye Fei, 
vice chairman of the standing committee of the National People's Congress (NPC) 
and chairman of the NPC overseas Chinese committee. According to today's 
PEOPLE'S DAILY, Ye said the town will offer more favorable terms to overseas 
Chinese who will invest in industry, commerce, tourism, education and the ser- 
vice trade. He said that the town will be sited at the Shahe industrial area 
between city proper of Shenzhen and the Shekou industrial area. The town will 
be used as a stepping stone for overseas Chinese io invest in other parts of 
the country, he added. "If everything goes well, the town will he completed 
within 5 years," he said. Ye stressed that overseas Chinese are a great 

force not to be ignored in China's modernization drive and good investment 
climate and conditions should be created for them. /Text/ /Beijing XINHUA in 
English 0646 GMi 25 Aug 85/ 


SEZ's ATTRACT MORE FOREIGN CAPITAL--In the first half of this year, China's four 
special economic zones of Shenzhen, Zhuhai, Shantou, and Xiamen experienced 
rapid growth in absorbing foreign capital. Their work has gained momentum. 

They have signed 260 agreements on new joint venture, cooperation, and sole 
proprietorship orojects, which is 63 more than during the same period last 
year. In connection with the agreements, foreign businessmen have agreed to 
invest more than $831 million, or 2.1 times the amount of the same period last 
year. The actual amount of investment so far is $158.19 million, or 41 percent 
more than in the same period last year. Of the four special economic zones' 
newly-signed agreements, 172 were for joint ventures involving a gross invest- 
ment sum of $252.1 million; 71 were for cooperation projects involving a gross 
investment sum of $575.46 million; and 17 were for sole proprietorship projects 
involving a gross investment sum of $3.44 million. All of this were sharp 
increases when compared with the same period last year. /Text/ /Beijing 
RENMIN RIBAO OVERSEAS EDITION in Chinese 24 Aug 85 p 1/ 
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LABOR AND WAGES 


BRIEFS 


USE OF FALL-OUT SHELTERS--Shanghai, September 19 (XINHUA)--Beijing, Tianjin 
and Shanghai authorities have opened more than 2 million square meters of old 
nuclear fall-out shelters for use by service trades. a meeting here was told. 
In Beijing, for example, 170 underground hotels with 25,000 beds have been 
opened, the meeting, which is being held this week to discuss use of the 
tunnels, was told. In all, 64 percent of the usable area in the three cities’ 
fall-out shelters--built during the cultural revolution--are now being used by 
service trades. The tunnels were reinforced in 1981. Hotels cover 340,000 
Square meters in the three cities, and other underground facilities include 
shops, restaurants and recreational areas. Business turnover from these 
tunnels amounts to about 258 million yuan a year, of which the cities provide 
the state with 30 millior yuan in taxes. During the Cultural Revolution, 
almost every city and county built such fall-out shelters, and now these local 
authorities are considering plans to use them to improve service facilities 
and solve hotel shortages. [Text] [Beijing XINHUA in English 1552 GMT 

19 Sep 85] 


CSO: 4020/3 
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TRANSPORTATION 


BRIEFS 


BEIJING AIRPORT FUEL PURIFICATION--Beijing September 12 (XINHUA)--Gasoline 
purification at Beijing's capital airport has improved with a better refuel- 
ling system, an official of the Civil Aviation Administration of China (CAAC) 
said here today. Tests to all oil storage tanks and refuelling tenders this 
week showed that the gasoline was up to standard, he added. The airport tests 
gasoline in all refuelling tenders on a daily basis now, the official said. 
This summer, rains and humid air rusted the inner walls of some tanks and 
underground pipes, and ferric oxide and moisture contamination caused slight 
pollution of gasoline. Some foreign air carriers complained of problems with 
the fuel, the CAAC official said. The airport has washed all pipes and changed 
filters of the refuelling tenders. Other measures planned include using new 
coating materials on inner tank walls and increasing pipe washings. [Text] 
[Beijing XINHUA in English 1515 GMT 12 Sep 85] 


JIANGXI'S NEW PORT-<Nanchang, September 4 (XINHUA)--Jiujiang Port in the middle 
reaches of Yangize River will be built into an international trading port, 
Governor Ni Xiance of Jiangxi Province said here today. About 30 million 

U.S. dollars of foreign funds will be used to modernize the port on the 

Yangtze River, China's longest waterway and a major transport artery. Expansion 
of the port, including a new wharf designed to accommodate 5,000-ton vessels, 
would start next year and would be completed within two and a half years. 
Jiangxi Province has resources of 126 kinds uf minerals, and has China's 
largest deposits of copper, uranium, silver, tantalum and niobium. It nov 
exports more than 600,000 tons of mineral products a year. More than 330 
products, including rice and famous Jingdezheng porcelain, are sold to over 

100 countries, the governor said. At present, most of these have to be trans- 
ported to Shanghai and Guangztiou for export. [Text] [Beijing XINHUA in 
English 1222 GMT 4 Sep 85] 


SHENZHEN RAILWAY OVERPASS--Shenzhen, September 13 (XINHUA)--Construction of 
China's longest railway overpass started here today. The overpass extends 
860 meters over the downtown part of the Shenzhen Special Economic Zone, in 
Guangdong Province and adjacent to Hong Kong. Engineers have designed the 
overpass to suit the environment and reduce noise, accordiny to project 
officials. The 30 million yuan project will be completed in one and a half 
years. [Text] [Beijing XINHUA in English 1658 GMT 13 Sep 85] 
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LANDSLIDE BLOCKS SHAANXI, GANSU RAILWAY--Xian September 18 (XINHUA)--A land- 
slide caused by heavy rain blocked a section of the east-west Longhai Railway 
yesterday. No casualty was reported. The disrupted section was along the 
border between Shaanxi and Gansu Provinces in northwest China. Railway offi- 
cials said nearly 1,000 workers were working on track repairs. [Text] [Bei- 
jing XINHUA in English 1510 GMT 18 Sep 85] 


VEHICLE TRADING RULES ISSUED--Beijing, September 19 (XINHUA)--All vehicles for 
sale should be traded at official vehicle trading centers, to prevent their 
illegal resale, according to provisional rules released by the State Council. 
An increasing number of vehicles are becoming available for sale outside 
planned channels of distribution, as automobile production soars in China. 
Some 302,500 vehicles were produced in the first 8 months of this year, a 
54.8 percent increase over the corresponding period of 1984. The provisions 
state that only approved vehicle trading centers and the sole vehicle trading 
company licensed by the State Administration for Industry and Commerce are 
allowed to handle the vehicle trading market. Prices fcr vehicles should be 
set with reference to the national price rates. Such vehicle sales are sub- 
ject to inspection by the Administration of Industry and Commerce starting 
November 1. Illegal resale, evading of taxation and other malpractices 

will be dealt with sevevely, the new regulations state. [Text] [Beijing 
XINHUA in English 1045 GMT 19 Sep 85] 


CSO: 4020/1 
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CHINESE MEDIA ON FOREIGN ECONOMIC AFFAIRS 


PRICE, WAGE PROBLEMS IN POLAND'S ECONOMIC REFORM 
Beijing SHIJIE JINGJI [WORLD ECONOMY] in Chinese No 7, 10 Jul 85 pp 70-74 
[Article by Pei Futian [5952 4395 3944]: "Price and Wage Reforms in Poland") 


[fext] I. Poland's Four Economic Reform Programs 


Poland has made four attempts since the 1950's to reform its economic system: 
in the late 1950's, the late 60's, the early 70's and since the early 80's. 
The fourth attempt is still in progress. 


Poland's first three reform efforts all failed basically because at the time 
most Poles, including party and government leaders, did not have a clear 
understanding «* :onomic reform, particularly of commodity production under 
socialism an set regulation. in the 1950's, some leaders took a dogmatic 
craditionai v= .,~int and saw economic reforms aimed at strengthening market 
regulation as a “revisionist" ploy to rewrite Marxism. They feared that 
reform would urdermine party leadership and their own status as leaders and 
that it would alter the nature of the state. Because of certain international 
influences, they also worried that reform would affect the harmony and 
cooperation between socialist nations. Although they accepted some of the 
-eform suggestions advanced by economists, successive party and government 
leaders in the past did not really have a deep understanding of reform. Their 
main conce n was to mitigate the social conflicts resulting from economic 
dislocations, among other things. As soon as tension eased and the situation 
Stabilized, they would not persist with the effort and everything was back to 
square one. 


Poland's fourth attempt at reform, currently underway, differs from its three 
predecessors in obvious ways. It is based upon lessons party and government 
leaders have learned from the past and launched in the wake of a string of 
political and social upheavals, particularly after the events of 1980. As the 
entire Polish nation became more and more keenly aware of the need to address 
the shortcomings of the existing economic system, the present leadership 
decided to put the overhaul of the economic system on the agenda, 


Following the events of August 1980, the Polish Economic Association put 


forward a proposal for comprehensive economic reform. In September 1980, the 
Central Committee of the Polish United Workers' Party [PZPR] and the presidium 
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of the Polish Government set up an economic reform commission headed by 
Premier Wojciech Jaruzelski. A basic economic reform, the "Tentative Reform 
Plan," was soon drawn up and Deputy Premier Wladyslaw Baka was named 
plenipotentiary for economic reform. After hearing reform suggestions and 
Opinions of people from all social quarters from January through July 1981, 
the Economic Reform Commission formally submitted a draft reform plan entitled 
"The Principles of Economic Reform" to the Extraordinary Ninth Special 
Congress of the PZPR. To pave the way for thorough and comprehensive economic 
reforms, much substantive preparatory work was done in the latter half of 1981 
in accordance with the consultation line put forward by the Ninth Congress, 
including the formulation of relevant legal provisions. 


The fourth economic system reform was launched across the board on 1 January 
1982. Its guiding ideology was to abolish the present "centralized 
allocation" approach and adopt a system combining central planning with market 
mechanisms. There are three basic aspects to Poland's economic reform: 1) the 
opportunity for the masses to take part in the formulation and execution of 
the national economic plan; 2) the operation of automatic regulatory 
mechanisms. This means autonomy, self-management and financial independence 
for enterprises and market regulation between enterprises; and 3) flexible and 
effective activities by the central government within the framework of a 
planned economy. Poland has begun to reform major aspects of its economic 
system, such as the planning system, price system, financial system, foreign 
trade, wage system and making enterprises more dynamic. 


Poland's latest reform program has achieved some initial successes. From 
August 1982 onwards, it has reversed the 3-year downturn in the national 
economy caused by social tu:moil that began in 1980. The economy has begun to 
bounce back. National income, which had been declining, rose 4 percent over 
1982. As agricultural and industrial production recovered and expanded, 
market shortages began to ease. Further economic progress was made in 1984 
when national income jumped 5.8 percent over 1983. During the first 11 months 
of the year, labor productivity improved 5.5 percent over the corresponding 
period in 1983. In 1984, Poland harvested a bumper crop for the third year in 
a row, producing a record 24.2 million tons of grain. Foreign trade also saw 
continuous expansion, posting a trade surplus of $1.3 billion in the first 11 
months. Domestically, the supply situation improved visibly as demonstrated 
by the 20.1-percent gain in sales volume in January through November compared 
with the same period a year ago. The people’s cash income rose 19.8 percent, 
the first positive change in Poland's market-currency balance in 4 years. 
Inflation showed signs of being checked. Below are some views on Poland's 
reforms in the price and wage systems, which occupy a pivotai position in that 
nation's economic development and economic reforms. 


II. Price System Reforms in Poland 


A subscriber to orthodox price theories since the 1950's, Poland believed that 
socialist nations should follow a price-fixing system and that ideally prices 
should drop as production costs dropped. In practice, these beliefs 
translated into a prolonged and artificially-induced price freeze in Poland. 
From 1953 through 1955, prices actually declined, while from 1958 through 1977 
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they rose at an average anual rate of only about 2 percent, a. time when 
inflation was skyrocketing in the capitalist world. 


For a long time, Poland's artificial price freeze was sustained by steeply 
rising subsidies and foreign borrowing. Consequently, commodity prices ceased 
to either reflect production costs or effectively mobilize worker initiative. 
Other results were commodity shortages, the market's failure to maintain a 
Supply-demand balance, the divorce between procurement and selling prices and 
rising state subsidies, which constituted a severe drain on state coffers. 
Because purchase and selling prices bore no relationship to each other, the 
state had to substantially increase its food production subsidies, from 17 
billion zloty in 1970 to 130 billion zloty in 1976. To ameliorate the above 
problems, the government decided in 1970 and again in 1976 to raise the retail 
prices of staple food, only to be forced to cancel them in the face of popular 
Opposition and social unrest. Even as the government changed its mind on 
retail prices, however, it decided to maintain the newly-raised procurement 
prices it paid for agricultural products. Also left untouched was the 
existing national economic plan. The upshot was massive problems in balancing 


the budget and other difficulties affecting the entire economy. 


Poland began overhauling its economy in 1982 by reforming its price system. 
The guiding thought behind price system reforms was that the gross deviation 
of price from value must be gradually reversed so that prices could more 
accurately mirror actual production costs, subsidies cut back and a supply- 
demand balance achieved in the marketplace. With this in mind, the government 
Systematically increased the selling prices of means of production and means 
of subsistence--particularly basic food items. There are at present three 
categories of price in Poland: officially fixed prices, regulated prices and 
contract prices. Among the selling prices of consumer goods in 1984, about 47 
percent were fixed prices, while regulated prices and contract prices 
accounted for 3 and 50 percent respectively. Since 1 January 1982, the 
government began reforming the prices of means of production through raising 
the prices of basic raw materials, electricity and transportation by 100 to 
500 percent. One year ago it also decided to increase the retail prices of 
industrial goods, basic food items, coal and gas, etc., by more than 100 
percent on the average, beginning 1 February. The prices of 39 basic food 
items and the rates for electricity, coal and gas were raised 200 to 300 
percent. In 1983, prices in Poland rose another 10 to 15 percent. At the end 
of January 1984, Poland again increased the retail prices of 40 basic food 
items by an average of almost 10 percent. In 1985 the government raised the 
prices of basic food items, fuels and electricity by 10 to 82 percent. The 
increases would be phased in from March through July in three stages. 


Every round of price increases has been accompanied by the distribution of 
varying amounts of subsidies to the citizens, especially low-income people, 
the handicapped, the sick, children and so on. In 1982, for instance, workers 
in state-run units were given an average monthly subsidy of 1,500 zloty, about 
13.5 percent of their earnings. Other sectors of the population were also 
subsidized to various extents. After food prices went up in 1984, the Polish 
government made it a point to subsidize low-income people. A person earning 
less than 3,000 zloty a month, for instance, received a 1,800-zloty subsidy, 
while those earning between 3,001 and 5,000 zloty a month received a 1,300- 
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zloty subsidy. Special subsidy provisions exist for children, particularly 
seriously ill children. After the 1985 price increase plan went into effect, 
the government also set subsidy levels for in-service workers, retirees and 
sick or handicapped children, taking into account their incomes, ages and 
other factors. Effective 1 March, pensions were increased for retirees whose 
annual pay before retirement was less than 18,000 zloty, and the minimum 
pension was raised to 7,000 zloty. From 1 May, family subsidies have been 
increased for those families whose per capita income fell below 5,000 zloty, 
with each family member receiving an extra 150 zloty. Sick children under 19 
years of age and eligible for subsidies also had their grants raised by 250 
zloty to 750 zloty per month, depending on their age. Workers who earn less 
than 11,000 zloty a year receive a subsidy of 250 zloty a month. 


Price reforms in Poland since 1982 have achieved certain definite results. 
Increasing the prices of raw materials and energy, for example, has put the 
domestic prices of basic raw materials on a more reasonable basis and provided 
conditions for enterprises to become financially independent and manage their 
businesses with market-oriented methods. By increasing the prices of 
industrial products, the government also made it possible for certain sectors 
and enterprises to make a profit; sectors producing fuels, electricity and 
certain raw materials have basically become profitable instead of losing 
money, while industrial enterprises which between them lost 177 billion zloty 
in 1981 turned in combined profits in 1983 totaling 1313.5 billion zloty. 
Price increases have also served as an incentive to enterprises to economize 
on raw materials, reduce consumption and improve economic results. As for 
consumption, price increases have markedly improved the proportionate 
relationship between prices and costs and reduced subsidies for consumer 
goods, particularly basic food. Food subsidies, which accounted for 391 
billion zloty in the 1981 budget, dropped to 251 billion zloty in 1982 and 
180 billion in 1983 and amounted to 200 billion zloty in 1984. Poland's 
fiscal situation has also benefited from price reforms and other measures to 
cut expenditures and increase revenues over the past 2 or 3 years. An 
improved fiscal environment is essential to the implementation of further 
economic reforms and the overall improvement and growth of the economy. 


Price reform in Poland in recent years has also encountered problems. For 
example, after the prices of consumer goods, particularly basic food items, 
went up, the government increased wages substantially and offered various 
kinds of subsidies to workers and the population at large. However, some 
workers and citizens still end up with a decline in net earnings because 
prices have climbed even faster. Take 1982, for instance, when production 
took the sharpest plunge since the events in 1980 and national income shrank 
by 25 percent. Although wages increased by 65 percent, the prices of 
industrial products and food shot up by 100 to 130 percent. As a result, the 
citizen's cost of living more than doubled, their real income declined 19 
percent and per capita consumption also fell 13 percent. Moreover, in their 
pursuit of profits, some enterprises newly equipped with price autonomy jerked 
up the prices of their products in one guise or another, instead of devoting 
themselves to increasing economic results, economizing on raw materials and 
trimming costs. On the other hand, enterprises which produce goods 
(essentially daily necessities) with officially fixed prices have not profited 
much from price increases. The result is that some enterprises have fared 
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much better than others, and their disparate fortunes have had a dampening 
effect on worker initiative. Furthermore, whereas the successive rounds of 
price hikes in Poland since the 1970's and the overall upward trend of price 
movements were certainly meant to offset the longstanding price freeze of the 
1950's and 1960's which resulted in prices being totally out of step with 
costs, spiralling prices and increases in wages, benefits and subsidies in 
turn have exacerbated inflation. This is another crucial problem in Poland's 
reform that has yet to be resolved. 


III. Wage Reform in Poland 


Before 1970, workers' wages in Poland were rather low and had been rising only 
Slowly. Between 1961 and 1970, nominal wages rose 3.7 percent annually but 
the actual growth rate was only 1.8 percent. To pacify the masses of workers 
unhappy with the glacial pace of wage rises, the Polish Government at the time 
adopted a so-called "high rate, high accumulation and high consumption" 
policy. Under this "three highs" policy, Poland sharply increased the growth 
rate of wages and earnings, ignoring its real ability to increase production 
and national income. The minimum wage, which was 850 zloty in 1970, rose to 
1,400 zloty in May 1977. In 1970, almost half of the workers in the nation 
earned less than 2,000 zloty a month. By 1976, over 92 percent of them 
managed to make that much. 


Beginning in 1973, Poland experimented with a "new economic system," a 
"parameter management" system, in 27 major economic organizations and other 
economic organizations. Under this system, wage adjustments were to be 
effected in accordance with "parameter regulation": the total wages of an 
enterprise were to be pegged directly to its net output value. For every i- 
percent increase in the net output value, total wages would go up by an 
corresponding amount based on the parameter. Seemingly scientific, this 
method was fraught with loopholes in practice. First, in the wake of price 
reforms, enterprises were given the power to set prices for their products, so 
a rising output value might not mean a real improvement in economic results, 
but could have been artificially created by mere price hikes. The second 
problem had to do with the parameter. Poland set the parameter (represented 
by R) by which enterprises increased wages at between 0 and 1, that is, O<R<1, 
and for most enterprises, the parameter ranged between 0.3 and 0.7. The 
parameter was a tool with which the state tried to control wages. Enterprise 
managers, however, tended to exaggerate the complexity of their tasks in order 
to maximize the parameter, pushing it to a level higher than expected. The 
upshot was wage increases at an unjustifiably rapid rate, and the government's 
effort to control wage increases proved largely ineffective. From 1970 to 
1979, when labor productivity and national income rose 85 and 80 percent 
respectively, wage increases soared 130 percent, leading to a continuous 
increase in money which could not be exchanged for goods, and worsening 
inflation. The situation was particularly serious in the late 1970's and 
early 1980's. Inflation rose 8 percent in 1979, 11 percent in 1980, 103 
percent in 1982 and 28 percent in 1983. 


Poland's distribution system also exhibited for many years an internal 
structural irrationality: only a relatively small portion of a worker's wage 
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Was compensation for his actual labor, the rest consisting of benefits to 
which everybody in the labor force was entitled. In 1982-83, for example, of 
all wage payments in Poland's various sectors, only 40 percent were calculated 
in accordance with the principle "to each according to his work." The 
remainder consisted of over 10 categories of cash payments and other subsidies 
in kind which bore no direct relationship to a worker's labor and which were 
divided equally among all workers. This detachment of wages from labor 
militated against mobilizing worker initiative and undercut the effectiveness 
of wage as a qualitative and quantitative measure of a worker's labor 
contribution to society. 


As part of the fourth reform effort, Poland's labor, wage and welfare 
departments proposed a new plan for public comment in 1983. Called "A Law 
Establishing the Principles of a Factory Remuneration System," the plan was 
aimed at gradually reforming Poland's wage system, taking into account the 
broad picture as well as specific circumstances. After pilot projects lasting 
several months, it was considered and approved by the assembly in January 1984 
and put into effect. Under this plan, an enterprise has the power to set wage 
levels in light of its own conditions in order to link wages directly to its 
economic performance. The plan set a minimum wage of 5,400 zloty but did 
not put a ceiling on wages. It aiso simplified the wage structure, 
emphasizing the labor component of a worker's wage and limiting or abolishing 
a variety of non-labor benefits and subsidies. It rewarded the diligent and 
penalized the indolent, reformed the existing bonus system and introduced a 
Supplementary wage and allowance system whereby workers were to be paid job- 
related allowances and other additional payments for performing hazardous or 
health-endangering tasks. Elderly workers will also receive seniority 
allowances. To avoid excessive wage increases in certain enterprises, the new 
wage law also instituted a wage tax. 


Wage increases in excess of gains in labor productivity, output and national 
income remained a problem in 1982 and 1983. This is because in the course of 
reform, a considerable number of enterprises have not yet been able to 
properly exercise their new autonomy. In 1983, wages rose 26.6 percent, 
compared with a 7.8-percent gain in labor productivity and a 6.7-percent gain 
in product output. Despite all these problems, however, the latest wage 
reform law is more rational and effective and a marked improvement upon 
previous reform attempts. Overly high wage raises have begun to slow down. 
The rate of inflation, which has much to do with such wage increases, fell to 
20 percent in 1984. The Polish Government has emphasized that the new wage 
system will be extensively implemented in 1985, a move which is intimately 
related to every measure aimed at increasing production, upgrading product 
quality, reducing costs and improving labor productivity. 


IV. Lessons and Experience We Should Study 


A. The strict control of wages and prices and the proper handling of the 
relationships among economic growth, wage increases and price adjustments are 
essential to sorting out economic relations and ensuring the further success 
of economic reforms. 
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In the late 1970's, wage increases in Poland overtook rises in labor 
productivity and national income by a wide margin. In 1980 when national 
income actually fell by 4 percent, nominal wages rose 14.4 percent. In 1981, 
labor productivity dropped 12 percent, yet average wages shot up 25 percent. 
In 1982, national income plunged 25 percent, but workers were still rewarded 
with a wage increase of 65 percent. In 1982, the amount of money in 
circulation which could not be exchanged for goods exceeded 600 billion zloty. 
Adding the 700 billion zloty of citizen savings produces 2 total money supply 
of 1,300 billion zloty. Hence the skyrocketing inflation which Poland 
experienced in the past few years. Because of increases in the purchase 
prices of raw materials, particularly agricultural products, mismanagement in 
enterprises, the tendency by some managers to jerk up prices wilfully and 
covertly, and the market shortages of certain commodities, the Polish 
Government also decided on successive occasions to substantially increase the 
retail prices of a wide range of commodities, particularly food. This led to 
a vicious circle in the Polish economy: output and national income increased 
Slowly and even declined -- commodity shortages -- prices rose -- wages rose 
-- inflation -- budget deficit -- rising debts. Facts show that without a 
correct overall plan, reforms cannot be coordinated with one another. In 
particular, if wage and price reforms, an essential part of the entire reform 
package, are not handled properly and get out of hand, then a vicious circle 
similar to that described above will set in. Hence economic reforms must 
adhere to the principe that gains in labor productivity and national income 
must precede and exceed wage increases. The inappropriate expansion of 
consumption must be resisted to prevent the entire national economy from 
losing its equilibrium. Caution must be used in reforming the price system. 
On the one hand, we must take care to stimulate production and bring about a 
balance in market supply and demand. On the other hand, we must ensure that 
citizens will not suffer a real drop in living standard. Addressing a PZPR 
congress in March 1984, First Secretary Wojciech Jaruzelski, who is also 
Premier and chairman of the Economic Reform Commission, pointed out: "A major 
conclusion the party has arrived at since its Ninth Congress is that we can 
distribute only as much as we produce, and we must tailor our wages to the 
amount of things we can sell. We can no longer live beyond our means." In 
practice, both party and government have been intent upon bringing wage and 
price increases under control even as they are taking other measures to 
develop the economy by putting science and technology to work for production, 
upgrading quality, lowering costs and increasing economic results. In 
addition, they are striving to balance supply and demand in the market and 
further control inflation. Their aim is to bring it down to 6 to 7 percent 
within 1 or 2 years. 


B. When we go in for economic reform, particularly when we tackle sensitive 
matters such as wage and price reforms which affect the personal interests of 
the masses, we definitely must follow the mass line. Reform plans must be 
made known to the public before they are implemented in order to obtain a 
majority of the people's understanding of and support for reform. 


In the 1960's and 1970's, reforms in Poland, particularly price increases 
involving consumer goods and staple food, were formulated in secret and 
carried out without consultation with society. Moreover, the increases were 
administered without prior public notice. This provoked strong public 
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dissatisfaction and social unrest. In the face of protests by the masses, the 
government had no choice but to rescind its original decision. Learning from 
this experience, the PZPR has since 1982 corrected its past tendency not to 
follow the mass line and has adopted the approach of consultative reform. For 
instance, before the decision to increase the retail prices of 40 basic food 
items went into effect on 30 January 1984, the government already informed the 
public beforehand, in 1983. The basic food price increase plan of early 1985 
was also preceded by the publication of three plan alternatives: cautious, 
moderate, and optimistic. The government engaged the public in a dialogue and 
solicited opinions from all walks of life. After listening to a wide range of 
views and considering the people's ability to live with the increases, it 
decided to revise the plan by phasing in from March through July in three 
stages what was originally a one-step procedure. Although there have been 
four rounds of price increases since 1982 when reforms were launched across 
the board, because of the government's adherence to the mass line, no social 
or political unrest has broken out. 


Today, Poland's structural economic reforms have entered a new stage. Amidst 


initial successes but no spectacular achievements, Polish party and government 
leaders are in the process of reviewing their experienve aid formulating new 
measures to further their reforms. 


12581 
CSO: 4006/914 
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HONG KONG MEDIA ON CHINA 


PRC SEEKING HIGH TECHNOLOGY IN EQUIPMENT SALES DEALS 


HK110530 Hong Kong SOUTH CHINA MORNING POST (BUSINESS NEWS Supplement) in 
English 11 Sep 85 p l 


/article by Olivia Sin/ 


/Text/ Traders selling computers and vehicles to China will have to prepare 
to give more to the country in the form of technology transfer and training 
programmes. 


For the prospects for simple sales of equipment and goods to China look slim 
in light of the country's foreign exchange curbs. 


According to local dealers in these fields, their business has suffered since 
China imposed a hefty import regulatory tax on electrical goods and vehicles 
2 months ago. 


The managing d -ector of Hopesea Information Systems (HK) Ltd, Mr Justin Kwei, 
told BUSINESS NEWS that sales of computers to China without provision of addi- 
tional services have almost come to a standstill in recent months. 


Instead, he said Chinese corporations are looking for a package including 
equipment, software and design. 


This is in line with the country's policy of curbing imports of electrical 
goods, but encouraging the purchase of technology that will enhance its tech- 
nical expertise. 


Mr Kwei agreed that this shift of emphasis might eliminate some of the smaller 
firms which cannot afford the time-consuming and expensive after-sale services. 


"Increasingly, couputer firms selling to China will have to hire professionals 
to look after their business," he said. 


Mr Kwei said it is also easier for Chinese buyers to obtain foreign exchange 
if they import production lines for making computer peripherals and printers. 


"If China buys these production lines, it will be able to earn hard currency 
by exporting part of the products made by the equipment,” he said. 
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Corporations importing equipment, such as production lines, will thus 
approval more easily for /word indistinct/ foreign exchange. 


Because of the complicated package of services, traders will find the 
their contracts bigger than before, he said. 


"It will also take them longer to negotiate a deal," he added. 


Since 16 July, China has imposed a 30 to 40 percent regulatory tax on 
import of automatic data processing machines. 


Taking into account the customs import tax, automatic data processing 
under 32-bit capacity will be subject to a total of 110 percent tax. 


Meanwhile, a car dealer told BUSINESS NEWS sales of vehicles to China 
a drop of 70 percent since Beijing tightened credit lines in April. 


Our sales dropped from 1,000 vehicles a month in the first quarter to 
last month," he said. 


The dealer did not expect any significant improvement later this year. 





Zain 


value of 


the 


machines 


suf fered 


about 300 


He also said most of the current orders come from joint ventures or tourism 
operations which do not require the state to allocate foreign exchange for 


purchases. 


The dealer agreed that technical cooperation with China will be inevitable 
in the next 2 to 3 years because the country wants to build up its domestic 


industry. 


Already, some vehicle manufacturers have started forming joint ventures with 
China or have entered into partial technical cooperation agreements by shipping 


semi knocked down parts for assembling in China. 


"This trend will continue," he said. 


Since July, vehicles with a handling capacity under eight toms are subject to 


a regulatory tax of 50 percent, over and above a customs import tax of 70 percent. 


Other items also subject to the regulatory tax include man-made fibres, polyester 


fibres, colour television sets and photocopying machines. 


CSO: 4020/365 
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HONG KONG MEDIA ON CHINA 


FRENCH BANK TO OPEN REPRESENTATIVE OFFICE IN BEIJING 


HK110514 Hong Kong HONG KONG STANDARD (BUSINESS STANDARD Supplement) in English 
11 Sep 85 p l 


/Text/ Credit Agricole, the huge agricultural-oriented French bank, will open 
a representative office in Beijing next month, its first in China. 


The bank's chairman Mr Marcel Deneux, and its managing director Mr Jean Paul 
Huchon, will fly to the Chinese capital to preside over the opening ceremony. 


The Beijing office comes on the heels of Credit Agricole's new branch in Hong 
Kong, which also represents its first branch in Asia. 


The bank is now refitting the whole 50th floor at Exchange Square One in time 
for its formal opening early next month. 


Credit Agricole first set up a representative office in Hong Kong in September 
last year. It was granted a deposit-taking company license in May. 


Actually, the Hong Kong branch will also serve as the bank's base in doing 
business in China. 


"Credit Agricole came to Hong Kong to help address the problems of the Chinese 
banking community," Mr Colin Willis, the bank's deputy general manager and 
treasurer in Hong Kong, told BUISNESS STANDARD. 


He added: "The idea is to help the Chinese find answers to any questions and 
problems relating to their agricultural sector. We could perhaps do that for 
them in France and bring the expertise maybe in the form of joint ventures or 
equipment." 


Mr Collins said agriculture is one area which China will have to improve and 
expand. 


"If you have to feed a country like China, you've got to use efficient farming 
techniques," he said. "So, China needs to get as much return for their agri- 
cultural investment." 
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Mr Collins seid Credit Agricole already has fairly good contacts with the 
Agricuitural Bank of China. 


He said the French bank is committed to help meet China's needs for foreign 
funds to finance its modernization program. 


"Credit Agricole's balance sheet is enormous," Mr Willis said. 

"There is a lot of room for us for expansion in this part of the world." 
Although it is a relatively late arrival to Hong Kong, Credit Agricole's aim is 
to create a banking unit offering top quality services in the best fields of 
merchant and commercial banking. 

It has assembled a team with an indepth experience of the Asian markets and who 
have long-term commitments to the development of the bank's business and to 
client relationships. 

At the end of 1984, Credit Agricole commanded a totai consolidated assets of 


886 ,631.2 million French francs, up from the previous year's 753,039.7 million 
French francs. 


CSO: 4020/365 
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HONG KONG MEDIA ON CHINA 


SIXTY HONG KONG COMPANIES APPLY FOR PATENT RIGHTS IN PRC 
HKO90926 Hong Kong SOUTH CHINA MORNING POST in English 9 Sep 85 p 19 


/Text/ About 60 Hong Kong companies have applied for patent rights in China 
during the first 3 months since Chinese patent laws came into force in April. 


This was disclosed during the visit last week of Professor Cuo Shoukang, a 
legal expert in foreign economics and patent laws in China. 


Prof Guo and three fellow law professors from the People's University of China 
were invited by the Shue Yan College to speak at a Chinese economic law seminar. 


Prof Guo said applications for patent rights had poured in. 


From April until the end of June, about 7,100 applications had been received 
from China and foreign countries. 


He said 2,200 applications came from abroad, led by Japan with 899 and the 
United States with 460. 


Although there were only 60 from Hong Kong companies, more than 2,000 from 
foreign countries were filed through China's patent rights branch in Hong Kong. 


Hong Kong ranked third with 210 applications for trademarks in the first half 
of the year, he said. 


China's Foreign Economic Contract Law was also published in July this year to 
protect foreign investors. 


The law allows foreign business to refer to laws other than China's if they 
encounter disputes with Chinese enterprises over contracts. 


Prof Guo said it was the first time since the founding of the People's Republic 
of China that foreigners entering contracts with China had been allowed to 
refer to other countries’ laws. 


Professor Gao Mingxuan, dean of the university's law faculty, told the seminar 
his university accommodated 16,000 students. 


103 








He said about 10,000 students graduated a year from law course at 38 educational 
institutions. 


The graduates only met 10 percent of demand, he said. 


Others who attended the seminar were Professor Gu Chunde, Professor Pan Jincheng 
and Mr Sang Binxue, the delegation's secretary. 


The purpose of the visit was to promote academic cooperation between the univer- 
sity and Shu Yan College following a recent agreement reached in Beijing. 


CSO: 4020/365 
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HUNG HONG MEDIA ON CHINA 


SHANXI DEPUTY GOVERNOR ON RULES FOR FOREIGN INVESTORS 
HKO50557 Hong Kong TA KUNG PAO in Eng*ish 5 Sep 85 p 5 


[Text/ Shanxi province will sell raw materials, fuel and electricity at local 
market prices to enterprises with sole foreign investment, Sino-foreign joint 
ventures and cooperative enterprises. 


Such prices, usually lower than in coastal regions, will be discounted by 5 to 
10 percent if paid in foreign exchange. 


Deputy Governor Bai Qingcai announced this on 28 August at an international 
economic, technical and trade symposium in th. provincial capital of Taiyuan. 


Shanxi provides over one-fifth of the nation's coal output. It has rich and 
cheap power and raw materials, in addition to coal. 


A discount of up to 10 percent will be offered to investors using their foreign 
exchange profit to purchase Shanxi's export goods. 


Enterprises with sole foreign investment, joint ventures and cooperative enter- 
prises may sell a portion of their export goods on the domestic market and at 
international market prices, if these are badly needed. 


Funds, interest rate and period and methods of payment will be given on liberal 
terms within the limits permitted by the state to enterprises which apply to 
the Bank of China for loans in foreign exchange or renminbi (Chinese currency). 


Investors will be e. mpted from or offered reduction in local income tax, rent 
of real estate, industrial and commerce consolidate tax and tax in land use. 
/sentence as published/ 


Overseas Chinese, compatriots from Hong Kong, Macao or Taiwan will enjoy even 
more favourable treatment in interest, tax revenue and other aspects, the 
deputy governor said. 


About US$35 million worth of contracts involving 66 projects were signed during 
the 10-day symposium. Ten more projects are still being negotiated between 
Shanxi and foreign businessmen, local officials say. 
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Coal Export 


Shanxi province will reach its highest annual coal export figure this year--5 
million tonners--according to the Provincial Bureau of Foreign Economic Relations 
and Trade in Taiyuan. 


The figure accounts for more than half of the country's total coal exports 
planned for this year. 


The province produced 187 million tons of coal last year, a quarter of the 
country's total. 


Shanxi's coal is low in sulphur, rich in varieties, and high in calorific 
value. The coal has so far been exported to over 20 countries and regions 
including Britain, France, the Netherlands, Japan and Hong Kong. 


China's largest coal mine, with an annual capacity of 15 million tons, is now 
being constructed in the northern part of the province jointly by China and 
Occidental Petroleum Corporation of the United States. With the completion 
of the mine by 1987, the province's annual coal exports will reach 12 million 
tons. 


CSO: 4020/365 
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HONG KONG MEDIA ON CHINA 


PRC COULD FINANCE CAPITAL GOODS PURCHASES BY LEASING 


HK090930 Hong Kong HONG KONG STANDARD (BUSINESS STANDARD supplement) in English 
9 Sep 85 p l 


/Text/ China is likely to move closer to financing major capital goods purchases 
through leasing arrangements to augment the current Letter of Credit, cash basis 
trading, the executive of multinational heavy equipment maker said yesterday. 


Mr F. Lynn McPheeters, director and secretary teasurer of Caterpillar Far East, 
said that with the establishment of more joint venture leasing companies in 
China, deferred financing for capital goods purchases could become more common 
given tne recent tightening of foreign exchange controls. 


He said Caterpillar's sales to China have been very strong and the future 
looked bright for heavy equipment used in developing domestic energy sources 
such as coal, in transport for railroad building, construction of factories, 
housing, hotels, offices and manufacturing facilities. 


The company also faces stiff competition from the Japanese heavy equipment 
manufacturer Komatsu, but Mr McPheeters contended that Caterpillar had a 
technological advantage over its primary competitor not only in Asia but worldwide. 


Caterpillar has been active in the China market since it started opening in 
1976. He said that added to the company's technological advantage is the con- 
sistent growth of its research and development expenditures and long-term 
commitment to the Asian market, particularly China. 


The company began introducing a new product every month, starting in September 
last year, as part of a 5-year plan to expand the range of its marketing 
expertise that centers around its dealer organizations worldwide. 


Mr McPheeters said the company is working with leasing companies which are 
getting established in China to set up lines of communications so that a variety 
of financing arrangements can be handled by leasing firms rather than by Cater- 
pillar itself. 


Caterpillar's marketing operations in Chia are managed through its Hong Kong 
office which, as regional headquarters, convers India but excludes Japan, 
Australia and New Zealand. 


The company has sales facilities in Bangkok, Kuala Lumpur, Jakarta and Manila. 
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HONG KONG MEDIA ON CHINA 


HONG KONG RE-EXPORT FIGURES SHOW GROWING TAIWAN-PRC TRADE LINKS 


HKO50625 Hong Kong SOUTH CHINA MORNING POST (BUSINESS NEWS Supplement) in 
English 5 Sep 85 p 3 


/Article by Pual Baran/ 


/Text/ Taiwan's growing trade links with China through Hong Kong are seen 
clearly in a government analysis of first half re-export figures. 


The figures, released yesterday, show that Taiwan-origin goods shipped through 
Hong Kong rose 155 percent to $5 billion in the first half against the same 
period last year. 


In percentage terms, re-exports from Taiwan made the biggest gain of any of the 
10 origin countries. 


Ongoing shipments of textile yarn, fabric, madeup and related items from Taiwan 
rose 116 percent to $1 billion, electrical machinery and parts rose 247 percent 
to $766 million and specialized machinery rose 327 percent to $247 million, the 
figures show. 


The biggest re-export item to China--Hong Kong's largest re-export market--was 
telecommunications and sound recording equipment, which rose 404 percent to 
$2.7 billion in the first half against the year-ago period. 


Unofficially, China has overtaken the United States as the territory's biggest 
export market. 


Re-exports of electric machinery, appliances and parts to China rose 271 percent 
to $1.9 billion, while textile yarn, fabrics, made-up and related items climbed 
71 percent to 1.8 billion, the figures show. 


But drops in re-exports to China occurred for fertilizers, which fell 95 percent 
to $82 million, and petroleum and related materials, down 30 percent to $41 
million. 


China also remained the largest source of local re-exports, the figures show. 
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Helping the overall 18 percent rise in re-exports to $15.7 billion were toys, 
games and sporting goods, up 164 percent to $610 million and clothing, up 12 
percent to $333 million. 


Ongoing shipments to the United States--Hong Kong's second largest re-export 
market--that scored large increases in the first half were to's, games and 
sporting goods, /word indistinct/ 76 percent to $626 million, travel goods, up 
68 percent to $224 million and nonmetallic mineral items, up 21 percent to $83 
million the figures show. 


Substantial drops in shipments to the United States occurred in fruit and 
vegetables, down 46 percent to $75 million, and organic chemicals, down 78 
percent to $23 million. 


From the United States, which shipped 21 percent more goods through Hong Kong 
major increases came in office machines and computers, up 76 percent to $284 


million, and inorganic chemicals, up 327 percent to $247 million. 


To Japan, re-exports of nonferrous metals rose 666 percent to $207 million 
textile fibers (except wool tops) rose 185 percent to $200 million. 


A 25 percent drop to $73 million occurred in nonmetallic mineral items. 
Re-exports from Japan--Hong Kong's second largest re-export market--rose 71 


percent to $12.8 billion and reflects the huge surge in Chinese imports before 
the country's clampdown on consumer goods was introduced. 


CSO: 4020/365 
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BRIEFS 


CUSTOMS OFFICE TO PROMOTE FOREIGN TRADE--A customs office has been set up in 
Changsha, capital of Hunan province to promote the province's foreign trade. 
Instituted with the approval of the State Council, the office went into opera- 
tion on 1 September. Local officials hope that this move will increase the 
province's contacts with the outside world. Hunan is well-known for its farm 
produce and nonferrous metals. But its foreign trade has been hampered by 

having to rely on the customs offices in Wuhan or Guangzhou to handle its imports 
and exports, said the head of the new customs post, Liao Zhenghua. /Text/ 

/Hong Kong TA KUNG PAO in English 5 Sep 85 p 5/ 


END 
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